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A Banker’s Diary 





Mid-March—Mid-April 


THE current issue of THE BANKER marks the completion 
of its first century, and so represents a definite landmark 
in its history. The first issue of THE BANKER 
H Our appeared in January, 1926, and _ this 
undredth re ees 2.50% . at ; a 
Number (act alone suffices to show that it has 
covered a most interesting and difficult 
period in the financial history of the world. During the 
whole of its career it has attempted to provide a considered 
commentary on the course of the world’s affairs, regarded 
mainly from the banking angle, but it has not been 
oblivious of the fact that m any questions within its 
purview have come to interest a far wider public than is 
comprised within the banking world alone. THE BANKER 
has always been at pains to insist that there is no real 
antagonism between the banking and other points of 
view. Bankers are entirely depe ndent upon general 
world prosperity, and if they have had at times to render 
unpalatable advice, no one can argue that it has not been 
disinterested. The dividing line between the statesman 
whose business it is to act, and the banker whose task 
it is to give advice on matters within his purview, is fully 
realised by the banking community. 


THE period under review has witnessed the opening of a 
new financial year, and as a result the Treasury bill issue 
has passed its lowest point, and has now 

oe begun to expand. Tender bills outstanding, 
ting after falling from {468-6 millions on March 

17 to £456-6 millions on March 31, rose to {472-6 millions 
on April 21. Another relevant point was that, at the 
tenders for March 29 and subsequent weeks, the bills 
offered were July bills, which are less useful to the market 
than June bills. In consequence the average tender rate 
has risen from a minimum of 13s. 11-75d. per cent. on 
March 23 to 17s. 10:93d. per cent. on April 13. The 
supply of bills, however, is still limited, and the banks 
have not yet been able to restore a minimum buying rate 
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of 1 per cent. for hot Treasury bills, their rate for July 
bills being at +3 per cent., or the same as June bills. 
There is still a fair demand for money, partly because of 
the prevailing stock exchange activity, and clearing bank 
money at I per cent. has been in constant request. The 
rate for outside money has also firmed up from ? to #-{ per 
cent., so that bill-brokers can now obtain little or no 
profit on their bills. Money was relatively plentiful for a 
few days in early April, as the Government borrowed a 
certain amount from the Bank to finance dividend pay- 
ments. Since then this amount has been repaid, and 
money has become a little less abundant. 


As a result of the budget surplus and further conversion 
operations, there was a big effective reduction in the 
floating debt during the financial year 


ere 1933-34. The wider aspects are discussed 
my 8 ona subsequent page, but a few details 


may usefully be given. Nominally there 
was an increase from {810-5 to {844-7 millions, but 
during the year there was an addition of £200 millions to 
the Exchange Equalisation Account, and after allowing 
for this there was in reality a reduction from {810-5 to 
£644:7 millions. Analysing this in greater detail, the 
Treasury bill issue nominally increased from £775-9 to 
£799°8 millions, but the total of bills issued by tender 
fell from £556-0 to {456-6 millions, or by practically £100 
millions. “‘ Tap” issues to Government Departments 
rose from £219-9 to £343°2 millions, and there was also 
an increase from £34:6 to £44-9 millions in Ways and 
Means advances by Public Departments. This total 
increase of {123-6 millions in the floating assets of the 
Departments naturally links up with the increase of {200 
millions in the Exchange Equalisation Account. It is 
tempting, but dangerous, to assume from the discrepancy 
between these last two figures that there has been a 
considerable increase in the Exchange Equalisation 
Account’s holdings of gold and devisen during the year, 
but such an assumption would ignore the large changes 
that may have occurred during the year in the floating 
assets of other Government Departments. A more 
definite and practical fact is that of the reduction of {100 
millions in Treasury bills issued by tender. This adds to 
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the difficulty of maintaining remunerative discount 
rates, and also increases the urgency for the banks and 
the money market to find other employment for their 
funds. 


THE New York and Paris exchange rates on London have 
been fairly steady. Some temporary weakness developed 
. _ early in April, due to President Roosevelt’s 
The Foreign defeat over his veto to the bill providing 
Exchanges ; “ee 
for increased soldiers’ bonuses, coupled 
with fears as to current French budgetary difficulties, 
but in both cases a rally took place in the following week. 
Three months’ dollars have been very firm at a discount 
of less than a cent, but it is pointed out that, as no interest 
is payable on New York bank deposits, three months’ 
dollars should technically stand at a slight premium over 
spot dollars. This robs the small discount on three 
months’ dollars of part of its significance. Registered 
marks have developed considerable weakness since the 
early part of the year. The development of an adverse 
trade balance in Germany and the further contraction 
in the Reichsbank’s ratio of gold to notes produced an 
unfavourable impression, and it is possible that certain 
houses in foreign centres who had previously refrained 
from converting their claims on Germany into registered 
marks decided to do so, rather than to leave outstanding 
claims whose future appeared problematical. This has 
increased the supply of registered marks and has led to a 
widening of the discount from 17 per cent. at the New 
Year to 35 per cent. in early April. 


THE salient features in the March average statement of 
the ten London clearing banks are the reduction since 
March February in deposits from {£1,867°4 to 
Clearing {£1,830-6 millions and in discounts from 
Bank {249-8 to {202-1 millions. In both cases 
Averages the movement of the previous month is 
continued, and, in fact, the returns mainly reflect the 
collection of revenue and redemption of Treasury bills. 
Cash, however, which fell between January and February 
from {223-1 to £209-1 millions, rose to {218-9 millions in 
March, but the banks did not avail themselves of this 
increase to seek out fresh deposits or add to their earning 
assets. Instead they have allowed their cash ratio to 
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rise from 11-2 to 12:0 per cent. Advances show a moder- 
ate increase from {741-9 to £753-0 millions. Part of 
this may represent either borrowing by taxpayers or 
increased stock exchange activity, but there is a general 
impression that bank loans to manufacturers and traders 
are now beginning to expand. Investments are reduced 
from {560-1 to £547-1 millions. Even this smaller 
figure is relatively high, and it is easy to understand that 
the banks are not anxious to obtain fresh deposits, so long 
as they can only employ their money by purchasing 
fresh securities. 


WHEN due allowance is made for the fact that Easter 
this year fell in March, the latest trade returns can be 
regarded as satisfactory. Imports were 
ae {62-0 millions, compared with {57:4 mil- 
lions in February, and {56-4 millions in 
March last year. Raw material imports, at {18-2 millions, 
were the same as in February, but compare with only 
£14-1 millions for last year. Exports of British goods 
were £33:1 millions, compared with {30-1 millions in 
February, and {32-6 millions in March, 1933, but re- 
exports have risen from {4-0 millions a year ago to £5°2 
millions in February, and £5-6 millions in March of this 
year. An examination of the returns in detail reveals an 
almost general increase in the volume of raw material 
imports since a year ago. Exports of iron and steel, 
machinery, wool and linen goods, and motor-cars have 
increased, but those of coal, cotton yarn and cloth and 
locomotives have fallen. The returns as a whole continue 
to suggest that the revival is mainly confined to home 
trade. 


THE progress at Washington of the Dies Silver Bill, which 
proposes the establishment of a special institution for 
The the sale to foreign countries of American 
Silver agricultural produce in exchange for silver 
Question at a premium of Io to 25 per cent. above its 
world price, shows that American silver interests have by 
no means abandoned the attempt to bring about an 
artificial increase in the price of silver. At times there 
has been a disposition in this country to welcome such 
an increase on the ground that it would raise the power 
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of our Far Eastern markets to buy our goods. Initially, 
this might no doubt be the case, but in the long run it 
would weaken the power of the silver standard countries 
to export, and so would undermine their purchasing 
power and force them to contract their import trade. 
These points were brought out very forcibly by the 
chairmen of the Eastern Exchange Banks in their recent 
annual addresses to their shareholders. Mr. Willis, at 
the Chartered Bank meeting, said very definitely that 
he preferred that Chinese currency should have an 
enhanced sterling or gold value as the natural effect of a 
greater demand for her exports than through an artificially 
created higher exchange level. Mr. Pearce, at the 
Hongkong and Shanghai Banking Corporation meeting, 
equally said that an artificial rise in silver would do more 
harm than good. It was an ominous sign that owing to 
the recent rise in silver, and so in the price of China’s 
export commodities, China was already beginning to 
export silver in order to pay for her imports. Such 
expressions of opinion by leading bankers are more than 
timely, for it was necessary that attention should be 
directed towards the realities of the question. 


THE April meeting of the Board of the Bank for Inter- 
national Settlements was concerned purely with routine 

business, and led to the emergence of 
In Saas et nothing new. Indeed, many of those 
Settlements Present in Basle were concerned more with 

the discussions between the representatives 
of Germany’s long-term creditors which were taking 
place at the same time. It was decided to repeat last 
year’s dividend of 6 per cent., and this put an end to 
rumours heard last year that owing to the shrinkage in 
the Bank’s turnover and earnings some reduction in the 
dividend might prove necessary. The accounts for 
March 31 show a further increase from 10-2 to 28-2 
million Swiss francs in the Bank’s holdings of gold bars 
as the counterpart to sight deposits (gold), which, as 
pointed out last month, constitute the nucleus of an 
international gold settlement fund. The question of 
amending the Bank’s statutes to enable it to operate in 
non-gold currencies, such as sterling and dollars, remains 
shelved. The Bank has been given the duty of handling 
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international postal clearings, and may also be given the 
task of effecting international railway clearings. These 
constitute small but welcome additions to its activities. 


The Functions - the Banks 


By a Correspondent 


N last month’s issue of THE BANKER, various charges 
which are sometimes made against the banks were 
discussed, and in providing replies to these it was 

urged that if the public were taken more into the confi- 
dence of the banks, they, the banks, would be less liable 
to ignorant attacks. 

It might be argued in these days when so far as 
the clearing banks are concerned the cloak of mystery is 
withdrawn to the extent that figures are made available 
to the general public every month which disclose in 
detail the weekly averages of their various assets and 
liabilities, that Doctor Johnson’s retort to somebody 
who could not understand his point of view would be 
appropriate to much of the uninstructed criticism which 
is at times ventilated. 

“Sir, I can give an explanation, but I cannot provide 
you with understanding.”’ 

An attempt is made in this article to deal rather more 
fully with certain of the main charges which have already 
been met, and to touch upon the whole gamut of counts 
which Mr. F. L. Bland, the President of the Institute 
of Bankers, enumerated and dealt with in his inaugural 
address on November 8 last. 

Briefly, but comprehensively, the criticisms cited 
are that the banks wield excessive power, earn excessive 
profits, levy extortionate charges, are unready to lend 
enough (or for long enough); per contra, that they lend 
too freely; that they are too big, and consequently 
that they show scant sympathy with the needs of smaller 
businesses; human interest and personal security is said 
to be disregarded, administrative red tape places them 
out of touch with local feeling and needs; finally, that 
they are extravagant in regard to buildings. 

These comprise surely every charge which conceivably 
could be brought against banks, and, in particular, 
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against joint stock banks, with the exception of that of 
instability. 

This accusation is not one which is made even by 
the bitterest enemies of British banking—a very note- 
worthy point. Indeed it is apparent that most hostile 
criticisms lose their force if due weight is given to the 
paramount importance to the community of the solvency 
and security of our banking system. 

Now one of the chief of the guiding rules which the 
banks have always followed, is to avoid so far as possible 
financing to such a measure as to acquire a participating 
interest in any industry, and this means in effect not to 
lend money which ought properly to form part of the 
capital of any enterprise, whether in the shape of what, 
in the case of a limited company, would be ordinary or 
preference shares, or borrowed capital by way of long 
term or permanent debentures. It is the avowed policy 
of the banks mainly to limit the accommodation which 
they afford to industry to the provision of resources 
for seasonal requirements, and, generally, for more 
or less temporary purposes. 

From the depositor’s point of view and that of the 
shareholder, this has the effect of maintaining the maxi- 
mum of liquidity of the money lent by the banks, and of 
reducing the risks of resources being tied up largely in 
unrealisable or unsuitable assets. Complaints that this 
limitation is imposed, since it sometimes calls for reduction 
or repayment of a loan which has become unsuitable for 
banking finance, or on account of a banker’s refusal to 
entertain a proposition which he regards as unsuitable, 
ignore the consideration that if the enterprise actually 
justifies the advance which the borrower needs, it 
should always be obtainable by increased capitalisation 
from quarters where profits may be shared as well as 
risks, or alternatively the offer of terms sufficiently 
attractive for preference shares or debentures will procure 
resources permanently or for more extended periods than 
it is suitable for a banker to consider. Capital is usually 
available for profitable investment, and if the prospects 
of profit are not such as to attract it when needed, it is 
certainly not the business of banks to lock up their 
funds, which are largely repayable at call, at interest 
rates which make no allowance for the risks involved. 
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In lending money, however careful he may be, a banker 
may make mistakes. The banker is only human, particu- 
larly where a good customer and one of old standing is 
concerned. Nemo mortalium omnibus horis sapit. A 
doubtful loan may sometimes become a bad loan through 
the bank’s reluctance to foreclose when times have become 
difficult, in the hopes that the customer may weather 
the storm, and to have lent at all will have been to 
have lent too much. In many cases forbearance proves 
to be happily justified, but it would be altogether im- 
possible were risks to be undertaken at public expense 
by the banker as a civil servant under a nationalised 
system, instead of as at present where they are borne by 
bank shareholders out of their past profits put by in the 
shape of accumulated reserves. It is evident that with 
nationalisation there could no longer be any place for the 
latitude which is so often allowed to borrowers known to 
be deserving of credit, nor for the customary tolerance 
which is so readily extended to the honest customer 
however humble, whose account within reasonable limits 
becomes suddenly overdrawn by inadvertence or careless- 
ness without previous arrangement or security of any 
kind. 

In these days of rationalisation with an ever in- 
creasing tendency for industry to group or amalgamate 
and so to become less localised, the formation of larger 
banking units has become a natural and indeed necessary 
corollary. Among the ten London Clearing banks, there 
are only two private banks, Glyn Mills and Coutts, and 
it is frequently argued that the public have lost much 
of the old time personal relationship which subsists 
between the private banker and his customers. The 
extent to which these contacts have disappeared is to be 
regretted, but it may easily be exaggerated, and from 
the point of view of an ever growing clientéle as banking 
continues to expand must be urged the manifest ad- 
vantages to the public of the evolution of branch banking. 

That banks have become big inevitably, these con- 
siderations suggest grounds for regret, but in present 
day conditions it is certain that no movement towards 
disintegration even were it possible would receive public 
approval. Moreover the increase in the more intimate 
services which the public have learnt to expect from the 
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banks, such as that of acting as executor and trustee, 
is evidence that close personal contact subsists between 
them and such of their customers as desire it, and the 
value that is thus available would practically be lost 
to the public were they to be dealing only with a Govern- 
ment Department. 

The large extension of bank buildings in recent 
years is a point to which in future less exception may 
be taken. Lately the public have become more acutely 
aware that housing plans now to be embarked upon on a 
large scale are long overdue. In many respects it is 
fortunate that the banks should have anticipated this 
development in a period when the building trade was 
slack. Time will show how many apparently super- 
fluous branches have been well placed. In any case 
public interests are not adversely affected. No single 
instance can be cited of a bank in which the item Bank 
Premises in the Balance Sheet stands at a figure so large 
as to justify criticism on the grounds that it is an un- 
suitable form of asset to be held against the liabilities 
of the institution to the public which it serves. In 
fact in every case bank premises form part of the reserve 
built up out of past profits, and in the last resort, subject 
to the satisfaction of public claims out of the banks’ 
liquid assets, they are the property of the shareholders 
of the banks. 

This same controversial item covers the recent erec- 
tion of many fine buildings in London and most of the 
provincial towns upon a scale worthy alike of their 
surroundings and the importance of the institutions 
for which they have been built, and with due regard to 
present day demands and standards of staff efficiency as 
well as to future business expansion. 

If, at first sight, banking profits seem unduly large, 
particularly in a time of depression like the present, 
due allowance must be made for two important factors ; 
first, as THE BANKER has already pointed out, these 
high rates of dividend ranging from 10 per cent. to as 
much as 18 per cent. have been earned very largely 
upon reserves set aside for the protection of the depositor 
over the course of a great number of years; these reserves 
now represent a substantial percentage of the paid-up 
capital upon which dividends are declared, and in certain 
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instances they even exceed it. Secondly, in many 
cases reserve share liability must be allowed for. Taking 
these considerations into account, the dividends declared 
by banks, creditable though they are to the conduct of 
banking, are not so spectacularly high as they appear 
to be at first sight. It is in the interests of the depositors 
that for many years past banking business has been 
conducted upon such lines as to earn regular profits out 
of which considerable reserves have been steadily ac- 
cumulated. It is thus that the banks have ensured their 
financial stability, since with the increase in the volume 
of business, the consequent increase in liabilities to the 
public has been provided for by a margin sufficient, 
when added to their general assets, to afford ample 
protection to the present day depositor. 

If it is necessary to dispel the illusion that the banks 
distribute overmuch to their shareholders and that the 
public suffer as a result of these seemingly high dividends, 
a single instance should suffice. At the general meeting 
of the Midland Bank last January, Mr. McKenna stated 
that the net profit of the bank for 1933 was, in round 
figures, {2} million. Of this, rather less than £1? millions 
was distributed, leaving over half a million to go to reserve. 
These figures appear in perspective when the magnitude 
of the resources and liabilities of the bank come to 
be considered. Deposits stood in the Balance Sheet at 
£410 million, advances at £164 million, and having dis- 
closed that the annual cost of staff charges alone last year 
exceeded £5 million, Mr. McKenna observed that an all 
round reduction in the rate of advances of one per cent. 
would be equivalent either to “a one-third cut in salaries 
or almost complete suspension of dividend payments.” 
This calculation moreover allowed for the present low 
rates obtainable on deposits. 

In relation to the total liabilities to the public, for 
every £100 the distribution to the shareholders amounted 
to 8s., or about 8s. 3d. for every £100 of actual gross 
deposits, while the total net profit inclusive of the bank’s 
earnings on ancillary services worked out at less than IIs. 

It has been alleged that the banks levy extortionate 
charges. Dealing with this point, Mr. F. L. Bland 
quoted from the annual report of the Association of the 
Chambers of Commerce which in effect absolved the banks 
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from any charge of profiteering after careful consideration 
of the relevant facts, but it may not be inappropriate 
to touch on the seemingly over-wide difference between 
the rates for deposits and those on borrowing at a time 
like the present when money is exceptionally cheap, 
loans carrying interest in many cases at 5 per cent., 
whereas the London 7 day deposit rate is at present only 
4 per cent., with special rates for three months’ deposits 
of ? per cent. or one per cent. at the most. 

The fact is that when money rates fall, it is not 
possible to lower the rate for advances in proportion, 
as this would not allow the banks sufficient working profit 
to cover their many expenses. A cursory examination 
of the balance sheets of any of the banks reveals clearly 
the fact that the ratio between the amount of money 
which the banks owe to the public, on drawing and 
deposit accounts, and that which they lend to the public 
never justifies the assertion that the banks borrow at 
such and such a low rate and lend at such and such a 
high rate, without considerable qualification. On the 
weekly averages of last January, the London Clearing 
Banks’ advances amounted to a little over a third of the 
deposits. Moreover it should be recognised that there 
is a considerable difference between the character of such 
money for which a bank is liable to the public, mostly 
at call and otherwise available at short notice, and 
that which the public borrow, which in practice for the 
most part is manifestly not callable either upon demand 
or even at short notice in many cases. 

There is also a further financial differentiation between 
these two types of money which tend to widen interest 
rates in certain economic conditions. When trade is 
inactive and while prices are falling the security offered 
by borrowers in many cases cannot be as good as that 
which can be made available when prices are rising. 
The legitimate desire to borrow in a falling market, is 
necessarily far less than that in a rising market. Where 
security is undoubted the demand for loans is smaller, 
and competition in many instances reduces the rate, 
while on the other hand the profitable use which a bank 
can make of money repayable at call or short notice may 
fade away almost to vanishing point and might wipe out 
interest on time deposits altogether were it not that 
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competition between the banks operates in favour of the 
ublic. 

. The fact is that though loan rates appear high when 
money is cheap, working profits are lowered. The public 
becomes lender rather than borrower, and the banks are 
forced to employ their resources to an increasing extent 
in gilt edged investments at low yields, and to make due 
provision for their future depreciation. The rates which 
the banks charge for advances are therefore only a partial 
protection of their working profits. 

Now the public significance of the matter rests in the 
fact that it is out of these working profits that the banks 
look to defray the cost of a formidable multitude of ser- 
vices which though largely, indeed in certain cases 
entirely, unremunerated, the public by established custom 
expect them to render as a matter of course. Were it 
not for the gratuitous extent to which these services are 
offered, the present heavy burden of overhead charges 
would be considerably reduced, and the public would make 
direct and adequate payments, as is the case with foreign 
banks, for many of the facilities which they now enjoy 
for nothing. 

In the past, private accounts were kept for a very much 
smaller number of individuals, and bank services were 
covered by the larger average balance on each account 
which a previous generation of bank customers could 
afford and preferred to maintain. In these days, which 
is all to the good, a much wider public avails itself of 
banking facilities, but it is evident that there are a large 
number of present day customers who could never be 
expected to run an account upon lines which recoup the 
banker for the services he is often expected to render. 
Sometimes Bank Charges are made to meet this situation, 
but often even if they are demonstrably inadequate they 
are apt to cause friction when it is not appreciated that a 
banker, like other labourers, is worthy of his hire. It is 
evident that such an attitude is largely due to shallow 
anti-bank propaganda. 

Enumeration of such services to the public as have 
been alluded to, if not exhaustive, may be attempted 
as follows :— 

(1) Distribution throughout the various branches 
of the banks of legal tender currency, and the withdrawal 
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and return to the Bank of England or the Mint, of defaced 
notes and worn coins. 

(2) The collection of cheques, warrants, bills and 
other articles for their customers’ accounts, and their 
discharge in many cases by responsible officials, and the 
payment at sight of customers’ drafts on the bank out of 
funds either standing to their credit or available by 
authority to overdraw. 

(3) Custody of valuables, plate chests, &c., and im- 
portant documents and the holding and recording of 
securities for customers’ accounts, and undertaking various 
responsibilities in regard to them, such as their receipt 
or delivery for value when so instructed, upon purchase 
or sale. 

Attention in the ordinary course of business when 
necessary to various changes in the form of securities as, 
for instance, when allotment letters or certified transfers 
must be lodged with different companies in exchange for 
definitive certificates, conversions must be attended to, 
calls must be paid, coupons on bearer securities must be 
detached, sorted, listed and collected, half yearly or 
quarterly, drawings of bonds must be watched, and 
securities generally due for repayment are listed and 
lodged for collection of the proceeds. 

This item necessitates the construction and super- 
vision of costly strong rooms. 

(4) Acting as nominees when for convenience cus- 
tomers require securities so registered, and effecting the 
transfer of such securities when needed, or acting similarly 
under power of attorney. 

(5) Collection of dividends on securities in American 
form which involves their sorting, listing and lodgment. 

(6) Attending to standing orders on behalf of cus- 
tomers to make payments such as rent, subscriptions, 
allowances, premiums, instalment payments, mortgage 
interest and the like. 

(7) Recording customers’ change of address and 
receiving, retaining or forwarding their correspondence. 

(8) Making confidential inquiries on their behalf 
through other bankers, or dealing with such inquiries 
regarding their own customers’ status, etc., when 
received. 

(9) Effecting arrangements for the encashment of 
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customers’ cheques throughout the country or at places 
abroad by arrangement or letter of credit. 

(10) Correspondence upon all subjects relating to 
banking and interviews with responsible bank officials 
of customers or others authorised to act on their behalf, 
which duties are much more formidable than might be 
supposed. 

In addition, the banks perform a number of functions 
which are readily undertaken although the cost is often 
only partially covered by commissions or fees—such as 
the purchase and sale of securities, insurance, executor 
and trustee business, and attention to income tax and 
sur-tax matters. 

It might well be argued that adequate charges 
should be made, when required, in detail, so that the 
offsetting of overhead costs would enable the banks 
reciprocally to reduce interest rates to the advantage of 
industry. There are certainly occasions for short term 
borrowing where the ability of banks to reduce rates 
would be a considerable boon. 

In the case of agricultural operations, a beet crop, 
for example, may need financing for wages amounting 
to several hundred pounds per week in respect of only a 
few hundred acres from summer until autumn, and a 
small reduction in the borrowing rate may be of great 
importance to the farmer. 

Were a change in custom to make it possible for banks 
to work at lower rates, competition between them would 
suffice to ensure reduction to the lowest rates possible 
having regard to the considerations already cited. On 
the other hand it is not likely that the banking public 
would willingly forgo privileges by which, however 
unconsciously, they including the trading community at 
present benefit. 

Further when money rates rise loan rates appear 
and are relatively cheap. Active trade increases the 
demand for sound loans, and since overheads remain 
constant and assets can be more remuneratively em- 
ployed, the banks are in a position to advance money 
at rates as favourable as can be obtained anywhere in 
the world, and usually more so. 

Evidence of this is in the fact that of late years, the 
tendency of traders has been to borrow by way of over- 
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draft where transactions could readily be financed by bills, 
although bills for which competition is high on the London 
market normally command the finest rates. 

There now remain to be considered what grounds 
there are, if any, for the charge of excessive power in the 
hands of the banks. Politically it is the most for- 
midable of all, since the imputation of undue power must 
be understood in a malign or sinister sense. Its force 
depends upon credulity and ignorance of actual facts, 
for which the complex in the popular mind of banking 
mystery, together with a somewhat natural tendency 
to attribute the causes of the world slump to whatever 
is imperfectly understood is an unfortunate encourage- 
ment. 

It is, of course, inevitable that over a long period of 
trade depression and falling prices, the necessity in many 
cases to call for a reduction or repayment of loans, even 
where all possible consideration has been extended, 
must cause heart burnings among many traders whose 
problems appear to them in a different light from those 
of the banks. Under no conceivable banking system 
could this be otherwise, and certainly not under a rigid 
system of nationalisation. 

A less tangible objection is that which is voiced by 
many who look for a cure of our economic troubles in a 
drastic overhauling of our monetary system, mostly with 
a tendency towards uncontrolled inflation, conscious 
or otherwise. It is freely suggested that from self- 
interested motives or from ignorant conservatism, the 
banks oppose monetary reform which would be to the 
national advantage. 

The fact is that the power to meet the demand for 
credit at any time is largely governed by monetary 
conditions over which the banks have no control. An 
expansionist policy may be embarked upon by the State 
through Treasury co-operation with the Bank of England 
as the Central Bank, by the working of the Exchange 
Equalisation Fund and open inailiet operations of 
the Bank of England, such as has been ruling for the 
past two years. Again, when conditions call for it, 
the unique influence of the Central Institution arising 
from statutory powers to issue currency, may be brought 
to bear with the object of bringing about a rise in the 
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value of money, such, for example, in a financial crisis 
in this or any other country. 

It has not been the purpose of this article to deal with 
the special and peculiar position of the Bank of England 
or other central banks, but it is necessary to bring out 
the fact that the banks generally exercise no control over 
the volume of money, credit or purchasing power beyond 
the limited scope in which they are able to increase or 
reduce their advances. According to conditions ruling 
from time to time, their invariable motive must not be, 
on the one hand, to reduce them to an unremunerative 
extent, nor, on the other, to increase them beyond a 
point that is warranted by prudence. 

Outside this limitation the principal factor which 
governs the extent of bank credit is the amount of avail- 
able borrowing power. This in turn is governed by the 
trend of prices, by the state of world trade, and by the 
value of securities, but the influences by which the 
amount of credit is regulated, are definitely and decidedly 
not initiated by those institutions which are so vitally 
concerned—namely, the banks themselves. 


The National Debt 


By a Correspondent 


HERE are several excellent reasons for the interest 
which the banking community always takes in the 
state of the National Debt. The most fundamental, 

but in normal times the least conspicuous, of these reasons 
is that the growth or shrinkage of the Debt reflects the 
state of the Government’s finances, which may in turn 
most powerfully react upon the currency and upon that 
confidence which is the lifeblood of banking. It will be 
recalled that the crise de confiance of 193I was caused 
at least as much by the belief that the Unemployment 
Insurance scheme was being given unlimited licence to 
pledge the national credit, as by the prospect of a 
deficit on the Budget itself. The banks are more con- 
tinuously concerned with the composition of the Debt, 
for they rely on it entirely to provide media for their 
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investments, and they are in addition coming to rely 
more and more completely on the floating debt to provide 
a supply of liquid short-term paper. Finally, the banks 
as taxpayers are necessarily concerned with the annual 
burden of providing interest upon the liabilities out- 
standing. 

The end of the financial year, closely followed by the 
announcement on April 4 of an issue of £150,000,000 of 
3 per cent. Funding Loan and by Mr. Neville Cham- 
berlain’s Budget speech on April 17, makes the present 
a very favourable opportunity for reviewing the position 
of the National Debt. 

The present National Debt is in the main the relict 
of the Budget deficits of the past, extending as far back 
as the financial exigencies of William III which resulted 
in the foundation of the Bank of England and the first 
beginnings of that item of “‘ Government debt ”’ which, 
now amounting to {11,015,I10, appears every week in the 
Bank statement. The present high total of the National 
Debt, however, is preponderately the legacy of the Great 
War, and the burden which it imposes upon the Budget 
represents one of the most important of those continuing 
disequilibria which the war left in its train. 

In speaking of the National Debt several somewhat 
arbitrary classifications are customarily employed. The 
distinction between internal debt and external debt is 
both clear and important, but the distinction between 
funded and unfunded debt is neither generally under- 
stood nor of particular importance. The funded debt 
consists of those obligations which do not mature at any 
fixed date and which the Government can consequently 
regard, if it so chooses, as permanent debt. The 
unfunded debt comprises those loans which have to be 
repaid on or before a particular date, however distant 
that date may be. In this country the contingency of 
the Government being unable to meet its maturing 
obligations is so remote that it can be disregarded, the 
only risk being that a loan with a low rate of interest 
may have to be replaced by one with a high rate. So 
far at least as the capital amount of the debt is con- 
cerned, the distinction between funded and unfunded 
debt is not one which need unduly worry the public. 
How little practical notice is taken of it can be illustrated 
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by the fact that the great conversion operation of 1932 
replaced a loan which was repayable in or before 1947 by 
one which, though callable after 1952, has no date of 
maturity. Yet of all the comments on this operation, 
how many thought it necessary to mention the fact that 
unfunded was being replaced by funded debt ? 

The floating debt is a special category within the 
unfunded debt and covers Treasury Bills and Ways and 
Means Advances, which mature within three months. 
From a practical point of view the distinction between the 
floating debt and the rest is of more importance than that 
between funded and unfunded. Ways and Means 
Advances are made partly by the Bank of England and 
to that extent represent an expansion of the cash basis 
of the joint-stock banking structure. Treasury Bills, 
especially in these days of shortage of commercial bills, 
form an important element in that structure, as they are 
the most frequent medium of investment of the joint- 
stock banks’ “ third line of reserves.” 

Another point of definition will be of assistance in 
understanding the position. The figures usually quoted 
for the total of the National Debt apply to the so-called 
“ Deadweight Debt.’’ But in addition to this the State 
has two more forms of capital liability. The first of 
these relates to the loans raised for a variety of specific 
purposes, of which the most important are those regulated 
by the Telegraph Acts of 1892 to 1931, and the Naval 
Works Acts of 1895 to 1905 and the borrowings for the 
Unemployment Fund. These loans are described as 
‘ Other Capital Liabilities.’’ Secondly, there is a variety 
of loans not raised, but guaranteed, by the Treasury. These 
loans vary from loans of colonies or foreign governments 
(the recent Austrian loan is a case in point) to Local 
Loans or Irish Land Purchase Loans. Since the form of 
the guarantee varies from case to case, and frequently 
only applies to the interest, it is impossible to give a 
total figure of the amount of the contingent liability. 

The use of the term ‘“ Deadweight Debt” does not 
imply that the total is an unrelieved liability; there are, 
in fact, some assets of the State to be set against the 
liability. The largest of these assets is the gold and 
foreign exchange held by the Exchange Equalisation 
Account. The second in size is the debt of the Unem- 
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ployment Fund to the Treasury and others include the 
Suez Canal and Anglo-Persian Oil shares and the credit 
balances of a number of autonomous funds. It is in- 
teresting to note that although the debt to the United 
States is still included in the External Debt at its full 
face value, the capital value of debts owing to this 
country amounting to some £1,260,000,000 (omitting the 
Russian and Armenian debts) is not included among 
the assets. 

With these preliminaries we can proceed to show the 
nominal amount of the National Debt at different dates 


in the last eleven years :— 


Composition of the National Debt, 1923-34. 


Nominal Value of the National Debt 
on March 31 (£ millions) 
1923 1932 1933 1934 
. Internal Debt :— 
Funded Debt i vs 997°8 1,467°I 3,376°3 3,374°4 
Terminable Annuities... 13°7 II*7 II-g 12:2 
Unfunded Debt— 
(i) Other than teste: 
Debt. 4, 795" 3 4375°8 2,508°6 2,677°3 
(ii) Floating Debt ‘a 809°9 612-0 810°5 844°7 


— 








Total Internal Debt 6,616-7 6,466°6 6,707°3 6,908-6 
II. External Debt ” eal of 
exchange) .. 1,155°7 1,090°8 1,060°4 1,035°5 








Total Deadweight Debt .. 7,772°4 7,557°4 7,767°8 7,945°1 
Securities held by National 
Debt Commissioners + 30°2 123°5 124-0 1229 

















Net Total Deadweight Debt 7,822°2 





Other Financial Liabilities .. 70°3 214°0 215°9 (a) 








Estimated Assets (inc. Ex- 
chequer Balances) I2I-0 254°4 419°I (a) 
(a) Not yet available. 

It is at first sight startling to observe that the net 
total of the debt has increased by {178-4 millions in a 
year which closed with a Budget surplus of £31 millions. 
This apparent paradox is explained by the fact that 
£200 millions of Treasury Bills have been issued to the 
Exchange Equalisation Account, and when the figure 
for the assets of the State on March 31, 1934, becomes 
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available it will show a compensating increase of £200 
millions. In point of fact the net total of the debt has 
been diminished by {21,600,000 in the past year. The 
difference between this figure and the Budget surplus is 
accounted for by the premiums which have been offered 
for conversion, notably in the case of the 54 per cent. 
Dollar Bonds, £23,890,000 (at par of exchange) of which 
were converted into £30,229,000 of 24 per cent. (sterling) 
Treasury Bonds at a considerable saving of interest. The 
only other changes of significance are in the two sections 
of the unfunded debt. The fact that the floating debt 
has increased by less than the £200 millions issued to the 
Exchange Equalisation Account is due partly to the 
realisation of a surplus but mainly to the fact that some 
£100 millions of Treasury Bills were funded out of the 
issue of 24 per cent. Conversion Loan. This process has 
been carried further since the end of the year by the issue 
of £150 millions of 3 per cent. Funding Loan at a price 
of 98. Of the proceeds of this loan, £105 millions will be 
devoted to redeeming an issue of Treasury Bonds and 
£42 millions to reducing the Floating Debt. 

After giving effect to this operation, the total floating 
debt amounts to about {800 millions, of which in the 
neighbourhood of £750 millions is represented by Treasury 
Bills. After deducting the bills held by the Exchange 
Equalisation Account, by Public Departments and the 
Bank of England and by the discount market as its 
necessary stock-in-trade—which items probably total at 
least £500 millions—it will be seen that there is not very 
much left over for purchase by the joint-stock banks 
and the other competitors for the market supply. The 
conclusions to be drawn from this are two: first, that 
there is very little margin for further funding opera- 
tions; and secondly, that low interest rates, at least for 
short term securities, are likely to continue for the 
present. 

This brings us naturally to the cost of the National 
Debt, which is the only aspect of the subject with which 
the taxpayer is immediately concerned. The table on 
the following page gives (in millions of pounds) the 
charge falling on the Budget for interest and management 
in 1924-25, and in the last three years and the estimate 
for the current year. ; 

I2 
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Treasury Other Interest Manage- 


Financial Year Bills Charges ment Total 
1924-25 .. ee 20°38 288-4 2°9 312-1 
1931-32 = -- -« = 20°7 275°3 Ig 297°9 
1932-33... ‘a 5°9 276-9 2°I 284°9 
1933-34 -- -» — (@) (2) (2) 212-9 
1934-35 (est.) (2) (a) (a) 224°0 


(a) Not yet available. 


The table does not show in detail the great savings from 
the War Loan and other recent Conversions as those 
savings did not affect any year prior to 1933-34, but since 
the charge of £5-9 millions for interest on Treasury Bills 
in 1932-33 represents a rate of only I5s. 2d. per cent. 
on the issue outstanding at the end of the year, the 
reduction in this item in 1933-34 cannot have been more 
than {1 million. It follows that the saving on ‘ Other 
Interest Charges ’’ must have been more than {70 
millions. This is, of course, a gross figure, as it does not 
take account of the reduction in the yield of income tax. 

The fixed debt charge for the coming year has again 
been placed at {224 millions. As there are, for the 
present, no more major conversion operations possible, 
and as the interest on Treasury bills is already almost as 
low as it could be, it is obvious that the 1933-34 figure 
of £213 millions is likely to represent the minimum for 
some years to come. Since 1924-25 the debt charge has 
been reduced by {99-2 millions, and has fallen from 
39 per cent. of the total Budget expenditure to 27} per 
cent. This is no small achievement for the process of 
conversion and although the process has now been 
carried as far as is possible for the present, Great Britain 
is emerging from the depression with the annual burden 
of her National Debt, not increased, but diminished by 
almost one-third. In the circumstances we can afford to 
neglect the fact that the nominal amount of the debt is 
nearly £100 millions higher than it was eleven years ago. 

It is not easy to extract from these facts any con- 
clusions concerning the investment policy of the banks. 
The comparative shortage of Treasury bills and the 
prospect of low rates of interest continuing for some 
time to come should serve to intensify the search for new 
forms of short-term investment as liquid as, but more 
remunerative than, the Treasury bill. This points to an 
attempt to popularise the inland bill, and it may be that 
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the joint-stock banks would find their own interests, as 
well as those of the discount market, directly served by 
an increase in the supply of prime bills of all varieties. 
So far as the long-term market is concerned, however, 
prophecy is hazardous. Since the amount of debt that 
can be converted in the next six years is very small, the 
course of gilt-edged prices will depend entirely upon the 
rate of interest. Mr. J. M. Keynes has recently been bold 
enough to prophesy that a return of industrial activity 
will not force the banks to diminish their present swollen 
holdings of investments, while the rising tide of savings 
will continue to flood the gilt-edged market with funds 
seeking investment, so that the rate of interest will 
continue to fall and the prices of security will continue 
to rise. Like all other predictions of the future, this 
prognostication is open to dispute. Nevertheless, there 
would appear to be only two ways in which a fall of 
security prices is likely to occur, bringing with it a depre- 
ciation in the value of the second largest item on the 
assets side of the banks’ balance sheets. The first is a 
movement by the joint-stock banks to sell their recent 
acquisitions, a development which undoubtedly could be 
avoided by appropriate action on the part of the Bank 
of England. The second would be a renewal of heavy 
borrowing by the Treasury to finance Budget deficits. As 
the foregoing review will have made clear, the present 
healthy state of the national accounts makes any such 
contingency very remote. 


Fixed Trusts—Il 
By Maurice Green 


N the article which appeared last month, the objects, 
achievements, and machinery of the Fixed Trusts were 
dealt with from the point of view of practical current 
experience; and it was suggested that the field for the 
Fixed Trust of the ordinary type was more or less full— 
indeed there may be some doubt as to whether there is 
not a certain embarras de richesse already. A little 
theoretical speculation on the future of the movement 
may, therefore, be permissible. 

Looking at the problem from the point of view of 
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fixed trust managers, there are two main objects which 
they could reasonably have in view; (1) To prevent as far 
as possible the ordinary fixed trust field from being 
encumbered by further newcomers; (2) To see what new 
purposes there are which the fixed trust technique can 
reasonably fulfil. 

At first sight, there is no very obvious way of achieving 
the former. But it is highly necessary that something 
should be done. And the fixed trust interests could do 
both themselves and the investing public a service by 
consciously disseminating adequate information regarding 
the present position. That information, the writer is 
fairly confident, would convince would-be organisers of 
new fixed trusts that this field is not a sinecure for making 
easy money. And there is nothing more likely to keep 
competition adequately restricted than the realisation 
that this is the case. It is, in a sense, a pity that com- 
panies operating fixed trusts do not publish profit and loss 
accounts or hold annual meetings—in this case doubtless 
some Courtauld of the fixed trust world would warn 
intending competitors that there was no conspiracy to 
make the trade a bed of roses. 

It is highly desirable, however, for certain facts to be 
stressed. In the first place, the launching of a fixed 
trust and the selling of units entails a not inconsiderable 
amount of expenditure. Advertising costs must be 
fairly heavy, if the trust is to be pushed with success. 
And, to ensure real success, a moderate staff of capable 
men, who can go around to explain and canvass the 
trust and sell the sub-units, must be maintained. The 
revenue of a fixed trust, on the other hand, consists of the 
service charge added in the price of new sub-units, 
together with ‘‘ jobbing”’ profits, which arise from the 
managers buying back sub-units from holders and 
re-issuing them. In either case, the revenue of the 
managing company, and thereby its profit and loss 
account, is dependent on how many sub-units it can 
sell. Unless it can sell a fairly large quantity of sub- 
units, its net profit will be little or nothing. 

This simple fact is of considerable importance at the 
present time. The investment demand, which the fixed 
trust exists to satisfy, may be substantial, as is proved by 
the fact that there is an eight-figure amount of money 
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invested through them. But it is none the less limited. 
Small investors wanting to put up an average of from 
two to three hundred pounds for a mixed investment of 
this kind, while they are numerous, cannot be expected 
to put up an enormous sum of money in the aggregate. 
When we consider that there must be not much less than 
40,000 individual holdings in fixed trusts already, repre- 
senting quite probably over 25,000 individual investors, 
we must wonder how much further the demand can go. 
In any case, fixed trust sub-units are certainly appreciably 
more difficult to sell now than they were. 

Should the fixed trust community go on increasing in 
numbers, there is one serious ultimate risk. That is that 
a company might enter the field with insufficient capital, 
fail to cover its outgoings out of revenue, and eventually 
go into liquidation. There would be no real reason for 
sub-unit holders to take fright, as the trustee would go on 
looking after their holdings for them in sucha case. But 
a large part of investors in fixed trusts is probably of a 
type which is easily scared and not too knowledgeable, and 
there might easily be a heavy run of liquidation all 
round. It is certainly to the interest of fixed trust 
managements to try and avert anything which would 
bring discredit to the movement as a whole. 

The only other reason for desiring a limitation of the 
number of fixed trusts is the risk of shares being over- 
much duplicated in the portfolios of separate trusts. 
But in actual fact, in spite of the number of individual 
trusts in the field, this danger, which was so much feared 
by the managements of the earlier fixed trusts, has never 
materialised to any appreciable extent. The tendency 
has been to go further afield and to include what are 
perhaps less attractive shares in the portfolio rather than 
to multiply the obvious choices in the British industrial 
market. For this, no doubt, thanks are to some extent 
due to the banks acting as trustees. 

The power to limit the fixed trust movement rests 
really only in one place—with the joint stock banks and 
leading insurance companies. And it seems, for the 
reasons given above, that they would do well to consider 
whether the ordinary type of fixed trust is not already 
quite sufficiently numerous. For such a purpose a certain 
amount of co-operative action is required. 
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The only real avenue for useful further expansion 
of the fixed trust idea would seem to lie in picking out 
new individual investment fields where a spread of risk 
is desirable. This was done in quite early days by the 
gold share fixed trusts such as Rand Certificates and Gold 
Producers. The Amalgamated Fixed Trust, on the other 
hand, thought fit to set up a complete mixed portfolio 
from gilt-edged to ordinary shares. But the trouble 
about this is that it is only a very small investor who 
normally requires to spread a single holding over the 
entire investment field, and the appeal must be more 
limited than in the case of an ordinary share fixed trust. 
The same handicap holds good concerning the Gilt-Edged 
Trust and the First Provincial Trust (which holds only pre- 
ference shares). The smaller the risk, that is to say, the 
smaller is the inducement to pay the service charge for a 
‘“ spread,”’ and there can hardly be room for more than 
one trust in either of these fields. The Group Units 
Investment Trust has tried another method, which is to 
divide the trust into small sub-sections covering parti- 
cular industries. Here, again, the technique falls short of 
the ideal, for the reason that the number of shares in any 
individual industry suitable for inclusion (on technical 
grounds) in a pure fixed trust, is bound to be rather limited. 
Otherwise, the idea seems to be a good one, and possibly 
capable of further extension if more flexible provisions 
are introduced. An alternative method of obtaining a 
larger spread would be to limit each separate trust severely 
in size, so that a larger number of shares in a given 
industry could be included without the risk of running 
into technical market difficulties. 

It might be possible, for example, to provide a good 
spread for a limited amount of capital in, say, the 
automobile, electrical, or coal, iron and steel industries. 

The sponsors of the ‘‘ British ’’ fixed trusts, working 
along some such lines as these, have adopted the extreme 
(but in the writer’s view satisfactory) solution of elimina- 
ting the real “ fixed ’’ element almost entirely in their 
latest concern, the Foreign Government Bond Trust. 
Some important technical features, which have come 
to be associated exclusively with the fixed trust, are 
repeated. That is to say the “ bond-unit ” which is 
oftered to the investor is offered in the same sort of way 
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as a fixed trust sub-unit. It is a certificate of propor- 
tionate part-ownership of trust property, and is redeem- 
able at the proportionate equivalent of the current market 
value of the trust property at the holder’s option. The 

roperty, again, is in the hands of a custodian trustee 
(Lloyds Bank) and the buying and selling prices of 
“bond-units ’”’ will be quoted daily, thus reflecting all 
the time (as in the case of the fixed trust) the market 
value of the holdings. 

The holdings themselves, however, are not “ fixed.” 
There is a list of some 130 foreign bonds which represents 
the “‘ permitted investments,’ and the managers may 
invest within this field as they think best with the only 
proviso that not more than 5 per cent. of the trust property 
may be invested in any one of the bonds. Recourse may 
be had, when desirable, to investment in gilt-edged 
securities, and in this case the 5 per cent. limit does not 
apply. | 

The only other case in which a “ fixed”’ trust has 
travelled even a little way along the road towards this 
kind of positive freedom in investment is that of the 
British Industries Fixed Trust, in which, if and when a 
share is for any reason “ eliminated,’ it may be replaced 
by another share to be selected from a pre-determined 
list. With foreign bonds, however, a genuinely “ fixed ”’ 
trust, with a precisely constituted “unit,’’ could get 
nowhere. The market is much too difficult for that. 
And, if a medium for risk-spreading in the foreign bond 
market is to be offered at all it has to be virtually a 
“management ”’ trust or nothing. 

This foreign bond trust seemed to be a promising 
venture. But to approve its “ management trust ”’ 
nature for its purpose does not imply disapproval of 
“fixed trust” principles in other fields; nor would even 
an approval of management principles 7” toto involve any 
lack of appreciation for the value of much that is essen- 
tially part of the fixed trust movement. 

For one thing, there is a good deal to be said for the 
purely fixed trust, simply on the general grounds of in- 
vestor’s confidence, in fields where it will work. And, 
again, even in cases where the managers have power to 
invest at their discretion within the appointed field of 
investment, there are still certain features remaining 
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which may attract certain types of investors. We may 
instance the fact that the certificates are redeemable, 
which may mean a good deal when, for one reason and 
another, the shares and stock of so many of the manage- 
ment trusts enjoy singularly poor markets. And, further, 
investors who have fairly clear ideas as to what they 
want may appreciate the knowledge that the trusts will 
not indulge in underwriting, that there will be no prior 
charges, and that they will be interested in specific 
investment fields (British Industrials, gold shares, foreign 
bonds, or whatever it may be). 

We have, it is to be hoped, outgrown the days when 
supporters of fixed trusts and of management trusts 
respectively were divided into two warring camps, and 
any extension of liberty permitted to fixed trust managers 
was hailed as an admission of defeat by the other faction. 
The development of the fixed trust idea, with its essential 
basis of a trust which is trust property and not a limited 
company, has gradually shown that there need be no 
hard and fast dividing line, and that there may be trusts 
of varying degrees of elasticity all the way from the 
exact unit of the hard and fast fixed trust to the wholly 
free management trust company. And at most points of 
the scale there is something which will be of use to one 
type of investor or another. 


Speculation in Exchanges 
By Paul Einzig 


N every market, whether it is dealing in commodities, 
I equities or other forms of properties or rights, there 

are always a number of buyers and sellers who buy 
and sell for their own legitimate business requirements, 
and there are others who buy and sell for speculative 
purposes. The foreign exchange market is no exception 
to this rule. Its movements give an excellent opportunity 
for speculators to take a chance. At a time of wild 
fluctuations it provides an excellent opportunity for 
making a profit quickly. It is true that at the same time 
the risk attached to it is also great, but then it would 
be, indeed, too much to expect quick profits without 
taking a risk. Moreover, most of those who take a hand 








SPECULATION IN EXCHANGES 109 


in the exchange gamble think the odds are in their 
favour. They may possess some inside information 
about events which, when they become public knowledge, 
are likely to cause a depreciation or an appreciation of a 
certain exchange. Or they may work on a theory assum- 
ing that they understand the secret of the driving forces 
of exchanges better than the rest of the market. In 
quiet times when there is no trouble in the air there is 
little or no scope for their ingenuity, and their appearance 
on the scene is usually the first indication of the approach- 
ing storm. Whether their intervention is the cause of 
the unrest in the market, or whether they simply antici- 
pate the unrest which would have taken place in any 
case, it is difficult to say, almost as difficult as to make up 
our minds whether the first hen preceded in chronological 
order the first egg. 

It is often asked who those speculators who gamble 
in the exchanges exactly are? The question has never 
been answered satisfactorily. It is, indeed, by no means 
easy to trace them and identify them. 

The business of foreign exchange is done by the 
banks, who deal with each other either directly or through 
the intermediary of foreign exchange brokers. With the 
exception of a few European centres there is no 
official foreign exchange market in the real sense of the 
term. There is no exchange building where the dealers 
meet. The foreign exchange market consists of a network 
of private telephone wires within one particular centre, 
and telephone and telegraph connections between the 
various centres. The foreign exchange brokers are not 
supposed to deal on their own account. They only act 
as intermediaries between two banks who themselves 
claim to be only intermediaries between the ultimate 
buyer and the ultimate seller. How far is this claim 
justified? If any of the leading banks, whether in New 
York, London, Paris or Berlin, are asked if they ever 
buy or sell exchanges on their own account in order to 
make a speculative profit on it, they indignantly reject 
the suggestion. It is contrary to their principles, they 
say, to take any speculative risk. This is, doubtless, 
substantially true, as far as the leading banks are con- 
cerned. And yet it is a matter of elementary knowledge 
that it is technically impossible for foreign exchange 
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dealers to keep their books balanced at every minute 
of their work. If they were just to carry out the orders 
received from their clients this would be an easy matter. 
But the market does not deal in odd figures. If an 
American importer of British goods wanted to buy, say, 
£2,753 16s. 6d. his bank would find it difficult to find a 
seller who was prepared to deal in exactly the same 
amount. The market only deals in round figures, and 
in the ordinary way the minimum amount of dealings 
is fairly high. The bank has to accumulate several 
small transactions with its own clients before it can cover 
them by one single transaction in the market. This is 
only one example of how banks inevitably carry small 
bull or bear positions for short periods. Most of them go 
further than this. Their dealers have, as a rule, a free 
hand to do what they like during the day so long as their 
books are balanced by closing time. The extent to which 
this freedom is made use of varies widely according to the 
bank and according to the dealer. No responsible dealer 
of a bank of standing would, of course, risk deliberately 
more of his bank’s money than is earned by his depart- 
ment through routine arbitrage operations. This, how- 
ever, does not alter the fact that in the course of a day 
there is a fair amount of speculative dealing on account 
of the banks. 

The running of speculative positions by banks for 
a few hours, or even for a few minutes, is not quite as 
negligible a factor as it would appear at first sight. It is 
true, dealers have to close the day with balanced books, 
so that whatever overbought or oversold position they 
may have created during the day they have to liquidate 
it before closing time. This does not mean, however, 
that the liquidation of their positions offsets completely 
the effect of the original operations upon the exchanges. 
This would probably be the case if banks were the sole 
speculators in exchanges. As it is, their operations often 
give the lead to outsiders who follow up the effect of the 
banks’ operations. If in the course of the day the 
exchange begins to depreciate through short term specu- 
lation by banks, by the time the banks have to cover 
there will be many others who follow their lead and their 
covering operations may be neutralised by short selling 
on the part of outsiders. 














BY RRS TRE A OS a a 


SPECULATION IN EXCHANGES 111 


It is extremely difficult to draw the line between 
legitimate operations and speculative operations as far 
as banks are concerned. As we pointed out above, it is 
technically impossible for them to balance their buying 
and selling at every minute of the day, and they are 
bound to have overbought or oversold positions from 
time to time. The question is at what given moment 
those positions become speculative. Nobody can tell 
exactly, not even dealers themselves. 

When we examine the foreign exchange business 
carried out by the banks on account of their clients very 
often we are confronted with the same difficulty. On the 
surface it would appear that any purchases of sales of 
foreign exchange on account of importers or exporters 
must necessarily be genuine and legitimate. In reality 
this is not always the case. An importer has every right 
to cover his future requirements of foreign currencies. 
But suppose he does not know the amount of his require- 
ments in advance and to be on the safe side buys large 
amounts of foreign currencies several months ahead. 
Is that a genuine commercial transaction or is it specula- 
tion? Again, when holders of foreign bonds want to 
cover their exchange risk, is it legitimate for them to do 
so, or is their operation speculative ? 

In addition to these doubtful cases, there are innumer- 
able cases where the speculative character of the trans- 
action is obvious. As on the Stock Exchange, so in the 
foreign exchange market, there is a class of professional 
speculators and there are outsiders desirous of taking 
a hand from time to time. These speculators had their 
golden age during the years that followed the conclusion 
of peace. At first they gambled in German marks 
(though most of them burnt their fingers), and from 1923 
onwards the French franc has become their favourite 
counter. It was often said by French people that a 
deliberate speculative attack was engineered against 
the franc by German and pro-German international 
financiers for political reasons. The fact of the matter 
is that francs were sold by speculators not in order to be 
able to eject the French from the Ruhr, but because 
they expected to make a profit on its depreciation. 
French people themselves did not hesitate to join in the 
game whenever they could. Even official circles abroad 
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did not hesitate to take a hand in the great game of the 
franc. It is alleged that in 1925 and 1926 prominent 
people associated with the Italian Treasury—which was 
in charge of operating the lira before that task was 
transferred to the Bank of Italy, and had therefore a 
great deal to do with the foreign exchange market— 
made a handsome profit by selling francs short. In Great 
Britain, the notorious lawsuit of Ironmonger v. Mrs. 
Bradley Dyne led to the surprising disclosure that several 
high officials of the Foreign Office were systematically 
gambling on the depreciation of the franc. One would 
imagine that with their inside information they were in 
an excellent position to make a profit. In reality they 
suffered heavy losses on balance and their speculation 
led to the ruin of the intermediary they employed and 
of the banking firm which carried out the operations. 
This shows of how little avail inside information is in 
exchange speculation. Or does it simply show that they 
did not possess the inside information of the right sort ? 
Or was it simply that they misjudged the reaction of the 
market to the events about which they were informed in 
advance? However it may be, the proof of the pudding 
is in its eating, and the lesson should be remembered by 
those who are too sure of their ground in possession of 
inside knowledge. 

Between 1923 and 1926 everybody, big or small, 
from Vienna to Valparaiso, was gambling in francs. On 
two occasions, in March, 1924, and in August, 1926, they 
were caught badly by M. Poincaré, who succeeded on 
both occasions in inflicting the heaviest possible penalties 
on those who dared to attack his national currency. On 
the second occasion the results of his intervention were 
of a lasting nature, and to this day speculators remember 
the lesson he taught them. 

The period of 1927 to 1931 was one of stability in 
exchanges. Apart from an occasional gamble in Spanish 
pesetas there was very little scope for speculators, and it 
was thought that gambling in exchanges was a matter 
of the past. In 1931, however, there was a revival as a 
result of the financial crisis. International speculators 
delivered a wholesale attack on the pound sterling and 
had a large share in the responsibility for driving Great 
Britain off the gold standard. From September, 1931, 
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onwards the world has fallen back into the currency 
chaos from which it emerged a few years earlier. Once 
more speculators had a good time. The ups and downs of 
sterling gave them excellent opportunities. Not satisfied 
with this they began to attack the dollar. As usual it 
is extremely difficult to identify the “ villains of the 
piece.’”” A well-known banking house in Amsterdam, 
another in Paris, and yet another in New York are 
usually mentioned as being the principal members of an 
“international syndicate ’’ speculating in exchanges, 
but how far they operate on their own account and how 
far they merely execute orders on behalf of clients it is 
impossible to tell. From time to time there have been 
syndicates formed in the various markets and occasionally 
these syndicates assumed an international character. 
In the autumn of 1932, when the chief occupation of 
exchange speculators was to sell sterling short, there was 
much talk about a so-called ‘‘ Balkans gang ”’ which is 
supposed to have been operating in Paris. Again, from 
the beginning of 1933, syndicates were formed for selling 
dollars short. A rising young French Radical politician, 
with ample private means, has played a very active 
part in gambling against the dollar, and there were many 
others, in politics, business, and even in society, in Paris 
and London, who took a chance. The proportion of their 
total operations bears, however, no comparison with the 
volume of speculative business between 1923 and 19206. 
It is much more difficult nowadays to find a bank prepared 
to carry a position on account of its clients. The crisis 
taught the banks to play for safety first and to forego 
profits rather than take risks. In the olden days almost 
anybody could run up a big overbought or oversold 
position almost entirely without possessing any resources 
of his own. To-day, speculation in exchanges has become 
the rich man’s game. 

Throughout the post-war period of exchange move- 
ments the authorities of various countries were waging 
war against speculators. From time to time they con- 
cluded credits for the defence of their currencies. In the 
olden days these credits were usually comparatively 
small. The credit obtained by M. Poincaré in 1924 trom 
New York and London, with the aid of which he smashed 
the bear campaign against the franc, amounted to some 
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fifty million dollars only. To-day the resources of the 
British Exchange Equalisation Fund and its American 
equivalent run into hundreds of millions of pounds. 
Instead of relying upon the conclusion of credits from 
time to time, the authorities have made standing arrange- 
ments for the control of the market. These arrangements 
are still far from being perfect, and from time to time 
speculators still succeed in winning a victory over their 
opponents. 

The question is whether it would be wise to eliminate 
speculation even if it were possible to do so. Under 
the existing system, they fulfil a useful réle by carrying 
positions created by inevitable discrepancies between 
genuine supply and demand. It is only the excesses 
of speculation that are harmful. The existence of a 
reasonable amount of speculative activity is a necessary 
evil under existing conditions, and, on balance, legitimate 
trade stands to benefit by it. 


Matters of Law 
(By our Legal Correspondent) 


(CERTIFIED TRANSFERS) 


HE recent case of Kleinwort Sons & Co. v. 
Associated Automatic Machine Corporation, 1934, 
50 T.L.R.244, is of considerable importance to 
bankers lending money on large blocks of shares which 
are sold piecemeal in order to provide the funds for 
repayment. The borrower, as shareholder, having de- 
posited his original share certificate with the company, 
after the sale of the first portion of shares has no longer 
the relative share certificate in his possession, and has to 
satisfy the bank meanwhile with a certified transfer. 
That is to say, the customer hands to the bank a transfer 
made to himself of the remainder shares in his name 
indorsed with a certificate from the secretary of the 
company that the original certificate is with the company, 
and the bank thus obtains an equitable charge upon the 
shares set out in the certified transfer by virtue of its 
deposit to secure the loan, with or without memorandum 
of deposit. If this were not done the company would 
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have to issue a new certificate to its shareholder borrowing 
from the bank each time a parcel of shares was sold. The 
certification of share transfers is thus an extremely 
common procedure and is recognised by the Stock 
Exchange Official Rules, 129 (1); “The Buyer of 
Securities may refuse to pay for a transfer deed, unless it 
be officially certified thereon that the Certificate is at the 
office of the company. But if the transfer deed be 
perfect in all other respects, the Securities must not be 
bought-in until reasonable time has been allowed to the 
Seller to obtain the certification required.”’ 

(2) “If the Seller have a larger Certificate than the 
amount of Stock conveyed, or only one Certificate repre- 
senting Stock conveyed by two or more transfer deeds, 
the Certificate may be deposited with the Secretary of 
the Share and Loan Department of the Stock Exchange, 
or an official of that Department to be appointed for the 
purpose, who shall forward it to the office of the company, 
and certify to that effect on the transfer deeds, which 
shall then be a valid delivery. No person is to look to 
the Trustees and Managers or Committee of The Stock 
Exchange as being liable for the due or accurate perform- 
ance of those duties, the Trustees and Managers and 
Committee holding themselves, and being held, entirely 
irresponsible in respect of the execution, or of any mis- 
execution, or non-execution, of the duties in question.”’ 
Nevertheless certified transfers are accepted by brokers 
as a voucher to the purchaser that the persons named in 
the transfer are the holders of the shares set out therein, 
and in law the certification of the transfer amounts in 
normal circumstances to a statement by the company, 
intended to be acted upon by the purchasers of shares in 
the market that the persons named in the certified 
transfer are entitled to the shares. Therefore, in the 
absence of fraud on the part of the secretary or those 
who acted for the company in procuring the certification, 
it raises an estoppel against the company denying what 
is set out on the transfer. Thus in Re Bahia v. San 
Francisco Railway Co., 1868, L.R. 3 Q.B.584, a lady 
deposited a share certificate with a Stockbroker who 
forged a transfer in her name and lodged it, with the 
certificate, with the company and the secretary in 
innocence of the fraud certified the transfer and having 
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written to the original shareholder and received no reply 
within ten days, proceeded to register the transfer to the 
names of the purchasers who, in turn, sold in the market 
and a third innocent party had his name put on the 
register as the holder of the shares. The company having 
been ordered to restore the name of the original share- 
holder as the holder of the shares, the subsequent pur- 
chaser brought an action and was held entitled to 
recover damages for the loss of the shares taken out of 
his name. 

Where the secretary is a party to the fraud, the law, 
until the recent case of Kleznwort Sons & Co. v. Auto- 
matic Machine Corporation, cit supra, cleared the air, 
was rather conflicting. In Bishop v. Balkis Consolidated 
Co. Lid., 1890, L. R.25 Q.B.D.512 a shareholder, named 
Powter, of the defendant company transferred his shares 
to a purchaser and his share certificate was lodged with 
the company to enable such purchaser to complete his 
transfer. Powter subsequently purported to transfer a 
portion of the shares to another purchaser, who again 
sold and executed a transfer of the shares to the plaintiff. 
Such last-mentioned transfer was “ certificated ”’ by the 
defendant’s secretary, in the manner usual upon the trans- 
fer of shares, by placing upon it the words “ certificate 
lodged,”’ although no certificate was in fact lodged in 
respect of such transfer; and upon the faith of such 
certification the plaintiff paid the price of the shares. 
The defendants subsequently refusing to recognise the 
plaintiff as owner of the shares, he brought his action to 
recover their value from the defendants. It was there 
held that such certification amounted only to a represen- 
tation by the defendants that a document or documents 
had been lodged with them apparently in order and 
showing prima facie that the transferor was the registered 
owner of the shares, or what purported to be a certificate 
that some one else was such owner, accompanied by a 
document or documents purporting to transfer the 
shares from such person to the transferor; but that such 
certification did not import a warranty of the trans- 
feror’s title or of the validity of such document or 
documents ; that it did not therefore estop the defendants 
from impugning the plaintiffs’ title on the ground of the 
invalidity of the transfer to the plaintiff's transferor ; 











MATTERS OF LAW 117 


that the plaintiff could not therefore make a title to the 
shares against the defendants by estoppel; and that, as 
no action would lie against the defendant company for a 
careless misrepresentation without fraud, the plaintiff 
could not recover. 

In Balkis Consolidated Company Ltd. v. Tomkinson, 
1893, A.C.396 the main facts were the same with the 
distinguishing circumstance that in addition to issuing 
to the plaintiff a certified transfer the company had 
subsequently taken the certified transfer back and 
treated it as valid and issued a certificate in place of it. 
It was there held that the company, though not estopped 
from denying the plaintiff was the proprietor of the 
shares by reason of the certified transfer issued to him, 
were so estopped when they issued a share certificate to 
him and upon their refusing to register a transfer by him 
upon his selling the shares, he was entitled to damages. 
Moreover the issue of a certified transfer creates not only 
an estoppel (in the absence of fraud on the part of the 
secretary, or the company’s servants or agents which is 
not at the same time the company’s fraud) that the shares 
named therein have been lodged, whether they have in 
fact been lodged or not, but also as to the description of 
the shares. If the certified transfer for example purports 
to relate to fully paid shares and the company is put into 
liquidation, the liquidators cannot claim that the shares 
are in fact not fully paid: Re Concession Trust, McKay’s 
Case, 1896, 2 Ch.257. 

Quite different principles apply where the secretary 
of the company itself is a party to the issue of certificates 
bearing a false certification. It is true that a company 
by the conduct of its directors may hold out that a secre- 
tary is an agent authorised by the company to warrant 
the genuineness of certificates and certified transfers 
issued by it, and may be estopped, therefore, from 
denying that a forged certificate appearing on the face 
of it to be in order is genuine: Shaw v. Port Philip & 
Colonial Gold Mining Co., 1884, 13 Q.B.D.103, but 
ordinarily a company does not hold out its secretary as 
having any other authority than to do the ministerial 
act of delivering share certificates and certifying trans- 
fers upon lodgment of the corresponding certificates : 
Ruben v. Great Fingall Consolidated, 1906, A.C.439. 
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Where a secretary in fraud of his company induced the 
directors to execute a certificate upon production of a 
forged certified transfer in order to benefit himself, the 
person to whom it was issued was held entitled to recover 
damages from the company on his proving that he had 
no efiective remedy against his transferor: Dixon v. 
Kennaway & Co., 1900, I Ch.833. Yet where the secre- 
tary carried out the fraud by cold blooded forgery of the 
certificate himself, it was held that the company were not 
estopped from disputing the validity of the certificate 
and were not responsible for the wrongful action of their 
secretary : Ruben v. Great Fingall Consolidated, 1906, 
A.C.439. This was in accordance with the principle 
already laid down in British Mutual Banking Co. v. 
Charnwood Forest Railway, 1887, 18 Q.B.D.714, that a 
principal is not liable in an action for deceit for the 
unauthorised and fraudulent act of a servant or agent 
committed, not for the general or special benefit of the 
principal, but for the private ends of the servant or agent. 
Likewise in George Whitechurch Limited v. Cavanagh, 
1902, A.C.117 where transfers in a company were lodged 
with the company’s secretary without certificates for the 
shares and the secretary fraudulently certified upon the 
transfers that the certificates for the shares were in the 
company’s office, it was held that the company was not 
estopped from showing that the proposed transferor had 
no shares and that the action brought by the proposed 
transferee would not lie. 

The recent case of Kleinwort Sons and Co. and Others 
v. Associated Automatic Machine Corporation, 1934, 50 
T.L.R.244 was held by the House of Lords to be on all 
fours in legal principle with George Whitechurch Lid. v. 
Cavanagh, but at first sight it appeared to be distinguish- 
able by the fact that the frauds were not carried out by an 
individual appointed secretary of the company, but by a 
director of a company called Secretarial Services which, 
as a corporation, was appointed registrar of the defendant 
company. Kleinwort Sons & Co., the plaintiffs, were 
merchant bankers and joined with them as co-plaintiffs 
Fenchurch Nominees, which was simply a company used 
for holding shares upon which Kleinworts had made 
advances. They had advanced on 8th August, 1929, 
first a sum of £100,000 to Austin Friars Trust Ltd. on the 
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security, inter alia, of 25,000 7 per cent. cum. pref. shares of 
£1 each in the defendant company, and £30,000 to the 
Dundee Trust Ltd. on the security, ¢nter alia, of 65,000 
ordinary shares, and £50,000 to Austin Friars Trust Ltd. 
on inter alia, 125,000 ordinary shares. As evidence of the 
title of the Austin Friars Trust and Dundee Trust to 
these shares, transfers for these shares were produced 
certified by a person called Howard Pont who was merely 
a subordinate acting under the direction of a Mr. Edmund 
Daniels who was a director of Secretarial Services Ltd. 
No share certificates had been lodged with the defendant 
company and it was admitted that Daniels had acted in 
pure fraud of all concerned to benefit himself and those 
engaged in his conspiracy to defraud the public. Mr. 
Justice Avory gave judgment for the plaintiffs who sued 
for damages for fraudulent misrepresentation, breach of 
warranty, negligence and refusal to register them as 
holders of the shares certified. Judgment was entered 
for £72,000 (£82,000, less the amount which the Austin 
Friars Trust and Dundee Trust Co. had repaid, namely 
£10,000). Avory J. considered he was governed by the 
authority of Barwick v. English Joint Stock Bank, 1867, 2 
Ex.259 and Lloyd v. Grace Smith & Co., 1912, A.C.716. 
The Court of Appeal reversed this judgment of Avory J. 
and held the case was covered by George Whitechurch Lid. 
v. Cavanagh (cit supra.) and the House of Lords affirmed 
the decision of the Court of Appeal. Lloyd v. Grace 
Smith G& Co. was a case where a solicitor’s managing 
clerk took instructions from a widow to sell cottages on 
her behalf, and in fraud of her got her to sign a con- 
veyance to himself without reading it over to her, and 
sold the property and applied the money to his own uses. 
It was there held that the firm of solicitors who employed 
him, having put him in charge of their Office and autho- 
rised him to transact business with their clients, were 
bound by his acts notwithstanding their fraudulent 
nature and that the firm received no benefit from them. 
In the present case Lord Russell of Killowen distinguished 
the circumstances by pointing out that Daniels and 
Pont had “ only an authority to acknowledge receipt of 
share certificates which are actually lodged in the office. 
Where, therefore, an agent with authority to certify 
transfers does so without the share certificates having 
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been lodged, he is not acting within the scope of his 
authority, and his statement is not the statement of the 
company. ... ” “ The appellants’ claim to relief, 
however it may be put, requires as an essential a state- 
ment by the respondent company that the necessary 
certificate has been lodged and that statement was never 


made by the respondent company, either in fact or in law.” 


Appointments and Retirements 


Banca Commerciale Italiana 

The Banca Commerciale Italiana announces that 
Mr. R. J. Hibberd and Mr. Carlo Lovioz have been 
appointed Joint Managers of the London office. 


Bank of England 


Mr. B. G. Catterns has been elected a Director of the 
3ank in place of Mr. Henry Alexander Trotter, who 
retired some months ago. Mr. Catterns entered the 
service of the Bank in 1908, and was appointed Chief 
Cashier in March, 1929. It is understood that Mr. 
Catterns will act as a “ full-time ”’ Director of the Bank. 

Mr. Kk. O. Peppiatt, the Principal of the Discount 
Office, has been appointed Chief Cashier in succession to 
Mr. Catterns. Mr. E. N. Travers, hitherto Principal of 
the Branch Banks Office, succeeds Mr. Peppiatt at the 
Discount Office. 


Bank of Scotland 


Mr. G. J. Scott has retired from the position of 
Treasurer of the Bank, after forty-one years of banking 
service. He entered the Lothian Road (then Downie 
Place) Branch of the Union Bank of Scotland, Ltd., at 
Edinburgh in 1883 and two years later he was First 
Prizeman in the Associates’ Examination of the Institute 
of Bankers of Scotland. In 1886, he was transferred to 
the Edinburgh Head Office of the Bank, and in 1897 
became head of the Secretary’s Department. There- 
after, in rapid succession, he became Joint Agent of the 
Bank at Leith in rgor, Sole Agent there in 1902, Assistant 
Secretary of the Bank at the Main Head Office in Glasgow 
in 1903, Agent of the St. Vincent Street Branch, Glasgow, 
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in 1906, and London Manager in r910. When Mr. Arthur 
C. D. Gairdner vacated the Office of General Manager 
at the Union Bank in April, 1919, to become Managing 
Director of the British Overseas Bank, Ltd., Mr. Scott 
was chosen as his successor, and a year later he was 
appointed Treasurer of the Bank of Scotland in succession 
to Mr. John Rae who was returning to London to occupy 
the position of Chief General Manager of Westminster 
Bank, Ltd. 

Mr. Scott has thus been Treasurer of the Bank for 
nearly fourteen years, and his administration has seen 
many remarkable changes. Notwithstanding the heavy 
claims of his own Institution during these years, he has 
devoted much of his time to the affairs of the Institute 
of Bankers in Scotland, in which he has always taken 
the keenest interest. In 1908, at the invitation of the 
Council of the Institute, he undertook the Honorary 
Editorship of the Quarterly Journal which they wished 
to start. From the beginning the venture was a com- 
plete success, but when two years later he was appointed 
to London he had to give up this work owing to lack of 
time. In 1919, Mr. Scott was elected a member of 
the Council and was President from 1924 to 1926 and 
from 1930 to 1933. He acted for a time as a Governor 
of George Heriot’s School, where the last six years of 
his education were spent, and he has for some years 
been a Governor of Donaldson’s Hospital, a Trustee 
of the Walker Trust, and an active member of the 
Edinburgh Chamber of Commerce. Since his appoint- 
ment as Treasurer of the Bank, Mr. Scott has officiated 
as Convener and Chairman of the Scottish Bank Managers’ 
Committee, where his courtesy, tact and fairmindedness 
have been greatly appreciated by those associated with 
him. Along with the late Sir Alexander K. Wright 
he gave evidence on behalf of the Managers before the 
Macmillan Committee on Finance and Industry in March, 
1930. He has been a Scottish member of the Committee 
of the British Bankers’ Association since its formation, 
and has several times been elected a Vice-President. 
He is a Fellow of the Institute of Bankers, a Fellow of 
the Chartered Institute of Secretaries, and also a Justice 
of the Peace of the County of the City of Edinburgh, 
and of the County of the City of Glasgow, 
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Barclays Bank 


Mr. Ernest R. Sayers retired at the end of March 
from the position of Country Premises Manager of 
Barclays Bank. He was born on May 1, 1873, and 
joined the South Lowestoft Branch on March 30, 1890. 
He was transferred to the Yarmouth Branch in 18908 
and was appointed Accountant of the East Derham 
Branch in 1900. He joined the Ipswich Branch in 
1905 on special work, and afterwards -became Superin- 
tendent of Branches for the Ipswich -District and later 
District Manager. In 1921 he was transferred to London 
as Chief Inspector, and eight years ago became Joint 
Premises Manager with the late Mr. Nind, and on the 
latter’s retirement was appointed Country Premises 
Manager. This appointment includes the branches of 
the Union Bank of Manchester as well as the country 
branches of Barclays Bank. 


Midland Bank 


Mr. L. D. Anderson has retired from the position of 
Manager of the Overseas Branch of the Midland Bank. 
He joined the Bank in 1892 and except for a few years 
at Cornhill and other branches the greater part of his 
forty-two years of service was devoted to the foreign 
side of the Bank’s business, beginning with the Foreign 
xchange Department, which subsequently, in 1918, 
developed into the Overseas Branch. From 1908 to 
1919, Mr. Anderson was a Joint Manager of this section 
of the Bank’s activities and was appointed Manager 
in 1920. In 1g1I and 1915 he accompanied the late 
Sir Edward Holden, Bart., former Chairman of the 
Midland Bank, on important missions to the United 
States. He was attached to the Ministry of Blockade 
during the latter period of the war and for services then 
rendered he received the O.B.E. He is succeeded by 
Mr. F. J. Bunker who entered the Bank in Ig00. He 
was first attached to the Overseas Branch in 1908, 
where after passing through various Head Office depart- 
ments he was transferred to the Foreign Exchange 
Department. He was appointed Assistant Manager of 
the Overseas Branch in 1920. Mr. Bunker has travelled 
extensively in Europe and America as a representative 
of the Bank. 
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National Bank of Scotland 

Mr. James Reid has retired from the position of 
Manager at the chief Glasgow office of the National Bank 
of Scotland, Ltd. Mr. Murdoch Finlayson Matheson, 
Assistant Manager, has been appointed as his successor. 


Union Bank of Scotland 

The Board of Directors of the Union Bank of Scotland, 
Ltd., have elected Mr. Maurice Edward Denny, C.B.E., 
B.Sc., J.P., Chairman of Messrs. William Denny & Bros., 
Ltd., Dumbarton, to bean ordinary director of the Bank. 


Yorkshire Penny Bank 

Mr. H. L. Newstead, who has been Manager of the 
Yorkshire Penny Bank in Sheffield for many years, has 
recently retired from the service of the Bank. Mr. 
Newstead has been connected with the Bank for forty-two 
years, and the connection of his family goes even further 
back, for his father, Mr. J. S. Newstead, was a Director 
from 1877 to 1907. Prior to his appointment in Sheffield 
in 1918, Mr. Newstead was Manager of the Doncaster 
Branch of the Bank for twelve years. Mr. E. Gledhill, 
who has been Assistant Manager at the Sheffield Branch 
for the past three years, has been appointed to succeed 
Mr. Newstead as Manager. Mr. Gledhill began his 
banking career in Igo at the Leeds Branch, where he 
rose to be Assistant Manager. He was subsequently 
appointed Manager of the Wakefield Branch, where he 
remained from 1923 to 193I. 


Westminster Bank 
The Hon. Arthur M. Asquith, D.S.O., has been 
appointed a Director of Westminster Bank, Ltd. 


American Banking and Finance 


By a Correspondent 


EPORTS of their condition published by national 
R banks in March, and by leading State banks and 

trust companies during the first week in April, 
revealed the effects upon bank deposits of the govern- 
ment’s large borrowing programme since the new year. 
Without exception, the institutions which have thus far 
published reports show remarkable increases in the 
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volume of their deposits compared with the end of last 
year and with the corresponding dates a year ago. Ina 
few cases the figures have reached the highest totals in 
the history of the institutions concerned. The major 
portions of these gains, however, consist of government 
deposits arising out of the subscription to new govern- 
ment issues by the banks in the form of book credits. 
Correspondingly, the increases in assets shown are largely 
in the form of enlarged holdings of Treasury securities. 
Investments in government obligations now total 50 per 
cent. of all assets in the case of many banks, and com- 
paratively few do not show that at least 25 per cent. of 
their funds are placed in government securities. 

Apart from these investments in government obliga- 
tions the expansion of bank credit in recent months has 
been negligible. In the two months following January 24, 
the reporting member banks of the Federal Reserve 
showed a net expansion of loans and investments of 
$1,123,000,000, but of this amount $1,020,000,000 re- 
sulted from increased investments in government securi- 
ties and the remaining $100,000,000 from the expansion 
of other investments, the total of loans being virtually 
unchanged during the period. 

The government’s expenditures during the first three 
months of the year have fallen considerably short of the 
budget estimate made last December by President 
Roosevelt and it appears that at least $2,000,000,000 
of the $6,000,000,000 of new money which he pre- 
dicted the government would borrow in the first six 
months of this year will now be pushed forward into 
the next fiscal year beginning on July 1. As matters 
stand the Treasury has already borrowed considerably 
more than the government has been able to spend, and 
has succeeded in piling up a bank balance of about 
$2,000,000,000. To what extent the failure of actual 
government expenditures to approach the staggering 
totals outlined by President Roosevelt in his budget 
message was a matter of design can only be surmised. 
At the time of the presentation of the budget it was 
suggested that the President had painted the picture as 
black as possible, both with a view to heading off Con- 
gressional extravagances, and with an eye to the market 
effects that could later be secured from smaller borrow- 








AMERICAN BANKING 125 


ings than had been anticipated. At that time there were 
also doubts expressed lest even the Roosevelt administra- 
tion could accomplish the physical task of spending an 
average of over $1,000,000,000 a month for six months 
running. But whether the condition has arisen by design 
or by accident, the Treasury has found itself, in spite of 
its huge deficit, in a very comfortable position and has 
been able to finance itself at steadily declining costs. It 
has even been able to retrieve the fiasco of its Liberty 
Loan conversion operation undertaken last October, and 
may now be able to proceed with the further conversion 
of its outstanding high coupon bonds. 

It will be recalled that on October 12 last the Treasury 
called for redemption three issues, aggregating about 
$1,900,000,000 of the Fourth Liberty Loan bonds which 
carried 4} per cent. interest. Holders of the called bonds 
were offered a choice of converting them into new bonds 
maturing in twelve years and carrying interest at the 
rate of 44 per cent. for the first year and 3} per cent. 
thereafter, or of having their securities redeemed in cash 
on April 15. The offer had no sooner been made than 
the Administration began its experiment with the com- 
modity dollar, and the conversion was, as a result, a 
failure. Approximately $900,000,000 of the called 
bonds were turned in, while holders of the remaining 
$1,000,000,000 refused to convert. 

So greatly have conditions since improved, however, 
that the Treasury was able early in April to present a 
new conversion offer slightly less attractive to holders of 
these bonds in the shape of 12-year 3} per cent. bonds 
and to receive a completely favourable response. In 
view of the success of this undertaking it will not be 
surprising if the Treasury sets about a piecemeal conver- 
sion of the remaining Fourth 4} per cent. Liberty bonds. 
This could only be done, however, if the currency question 
continued in its present dormant state. So far as the 
Administration is concerned it appears perfectly plain 
that monetary experiments have been done with for the 
time being, but there is always the possibility that 
Congress may take upon itself to conduct some new 
experiments, particularly in connection with silver. 

The silver block in Congress has been gaining strength 
and has become increasingly restless. In collaboration 
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with the farm block it is making a determined effort to 
“do something for silver’ this session. The administra- 
tion, it is quite clear, desires to head off any silver legis- 
lation. It is apparent that having flirted with the 
bimetallists during the early part of its career, the 
Roosevelt government has now ruled out silver as an 
important means of recovery. By way of gathering into 
its hands weapons to combat the indefatigible friends of 
silver the Treasury earlier this year made a sudden 
investigation into speculative holdings of silver. While 
the results of the investigation have not been made 
public, Mr. Morgenthau, the Secretary of the Treasury, 
took occasion to remark in the middle of March that the 
department had learned that some silver advocates were 
“not disinterested.”’ In this connection the Secretary 
indicated that the government did not desire additional 
legislation. Nevertheless, the lower house of Congress 
soon after passed the Dies Silver Bill which provided for 
the exchange of American farm products for foreign 
silver at a rate substantially higher than the world price 
for silver and the “silver Senators’? in the Upper 
Chamber made preparations for legislation which would 
go considerably beyond this. 

If President Roosevelt continued to hold the control 
over Congress that he exercised during the first year of 
his administration there would be no occasion for concern 
over the plans of the silver bloc, but an event which 
occurred late in March indicates that this control has been 
seriously weakened. This event was the overriding by 
Congress of the President’s veto of the ‘“ Independent 
Offices Appropriation Bill” which overthrew the Presi- 
dent’s programme of economy in ordinary expenditures 
by appropriating $228,000,000 for benefits for war 
veterans and for the restoration of reductions previously 
made in the pay of federal employees. 

The speculative markets interpreted this action as 
having highly inflationary implications. This was so, 
not because a mere $228,000,000 had been added to the 
President’s staggering budget, but because the markets 
reasoned that if the Veterans Lobby had been able to 
defeat the administration, the Silver Lobby might have 
equal chance of success. Moreover, it had been recognised 
that, with the basis for an enormous inflation already 
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laid in the measures enacted by Congress under ad- 
ministration direction in recent months, only the 
authority of the President prevented inflation from 
becoming effective. Congress having once found itself 
able to override that authority, might easily be led to 
recapture the monetary powers which it had delegated 
to the Chief Executive. 

Apart from these implications, however, emphasis has 
shifted in the past month away from the monetary 
aspects of the recovery programme and has concentrated 
upon those sections which have to do with the regimen- 
tation of industry. Early in March the National Recovery 
Administration held a “ field day ”’ for its critics at which 
plans were developed for revising and improving the 
codes under which business is operating. The conferences 
brought out the widespread resentment and dissatisfac- 
tion on the part of business and industrial executives, 
but failed to shake the determination of the government 
to go ahead with its programme. In fact, the closing 
sessions were featured by a demand on the part of the 
Administration for the immediate imposition of a Io per 
cent. cut in hours of labour and corresponding increase 
in hourly wages subject to certain exemptions in favour 
of industries unable to bear this increase in pay-rolls 
without disproportionate advances in prices. 

The proposal called forth strenuous complaints from 
industrial leaders, but it was, nevertheless, put into effect 
by the steel and other important industries, including 
the automobile industry. In the latter industry, however, 
a serious labour controversy broke out late in March over 
the question of recognition of labour unions. A strike 
was threatened which would have paralysed the industry 
at its most important season and might consequently 
have seriously impaired spring business in all lines; but 
it was averted through the intervention of President 
Roosevelt. The importance of the incident lay not alone 
in its bearing upon a major industry which at this season 
of the year exercises a dominant influence upon all trade, 
but upon the issue involved, which was the method of 
collective bargaining to be employed under the National 
Industrial Recovery Act. If this issue had led to one 
major strike, it might easily have started a train of labour 
disturbances throughout other industries. 
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The threat of the automobile strike kept financial 
markets depressed during most of March in spite of a 
succession of favourable reports by individual companies 
and substantial though somewhat irregular improvement 
in business indices. 

A second depressing factor was the controversy over 
the revised bill to regulate the stock exchanges under 
consideration by the Senate Committee on Banking and 
Currency. Although the revised bill is greatly improved 
over the original it is still regarded as likely to provoke 
heavy liquidation and to restrict greatly the activities of 
Wall Street. The Stock Exchange with the sympathy 
and, to a moderate degree, the support of the banks, has 
organised a widespread resistance to the measure and is 
bringing heavy pressure to bear upon individual Con- 
gressmen. 

The Exchange had apparently succeeded in weakening 
Congressional support of the bill when President Roosevelt 
on March 26 abandoned his “neutral” attitude and 
announced that he favoured a measure with “ teeth ”’ in 
it, which would drastically curtail speculation. In this 
connection the President took occasion to refer to the 
“ highly organised drive ’’ against the bill. 

A few months ago this intervention by the President 
would have been sufficient to secure immediate enactment 
of the measure, but it is significant that despite the 
President’s endorsement, Congress is showing increasing 
hesitancy over the measure and there is some prospect 
that on this issue Wall Street may succeed for the first 
time in winning a contest with the administration. 


French Banking 


By a Correspondent 


HE constitution of the Cabinet of National Unity 
under the leadership of M. Doumergue gave rise to 
hopes for easier credit conditions. The stringency 

in February, was, in fact, the result of perturbed political 
conditions prevailing in Paris. The political unrest 
accentuated the disquietude and stimulated hoarding as 
well as the outflow of gold. The advent of the Govern- 
ment of M. Doumergue had a reassuring effect. The 
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efflux of gold has, in fact, stopped. On the other hand, 
the hoarding of gold continued unabated. There was, 
consequently, no decline in money rates. From time to 
time, the volume of funds appeared to be more plentiful, 
but the actual supply was insufficient to cause an actual 
fall in interest rates. 

As is shown by the table published below, money 
rates were at the end of March, if anything, higher 
than a month earlier. The market rate of discount 
remained, it is true at 2{ per cent., but the rates of loans 
on Bons de la Défense Nationale were slightly higher. 
For one month’s loans the rate advanced from 3? to 
318 per cent., and for three months the rise was from 
37; to 44 per cent. In other departments of the money 
market, there was a slight decline in interest rates. Day- 
to-day loans declined from 2$ to 23 per cent., while the 
rates of loans on securities fell from 2? to 2 per cent. on 


the Parquet and from 5 to 4? on the Coulisse. 
End of Endof End of 
Jan., Feb., Mar., 
1934 1934 1934 











0/ 0/ o/ 
Oo /0 /O 
Market rate of discount 24 3 3 
Discount outside bank 23 25 24 
Day to day money oi 2} 2% 23 
Loans on Bons de la Défense “Nation: ile :— 
Market rate for r month 2% 32 3 
Market rate for 3 months 2} 3% 4} 
Rates of loans on securities :— 
On the Parquet 24 2} 2 
On the Coulisse 44 5 43 


The firmness of the rates of loans on Bons de la 
Défense is explained by the increase of the rate on the 
Bons themselves. From 34 per cent. it was raised to 4 per 
cent. on March 6. In consequence of this change, there 
was a corresponding rise in the rates of loans on the 
Bons. The rise was not, strictly speaking, due to a new 
tension in the money market, for, on the whole, the 
situation in the money market remained unchanged. 
Still confidence failed to return and the huge resources 
held by the public remained idle. Hoarding has not 
increased, but it has not yet declined. 

There was a slight improvement in the foreign 
exchange market, where the tendency of the franc has 
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become decidedly firmer. Most of the foreign exchange 
rates quoted in Paris have, in fact, declined. In par- 
ticular, the rates of gold currencies declined below gold 
point. As a result, the Bank of France received gold 
from Switzerland, Holland, Belgium, Italy, and even from 
Great Britain. Switzerland was the largest gold exporter 
to France. Its efflux was not due exclusively to the firm- 
ness of the French franc, but also to the weakness of the 
Swiss franc. The resignation of the Finance Minister, 
M. Musy, who has always been the champion of sound 
currency, caused a bad impression abroad. Although his 
departure did not cause any modification of Swiss 
monetary policy, it was followed by selling of Swiss 

francs, part of which was due to transfers to London. 
Thanks to the influx of gold, the gold reserve of the 
Bank of France, which declined considerably in February, 
increased in March. The increase was considerably less 
than the previous decline. While in March the gain was 
only 641 million francs, in February the loss amounted 
to 3,083 million francs. The reversal of the tendency 

was none the less a reassuring sign. 

The following table shows the changes in the French 
bank return :— End of Endof End of 
Jan., Feb., Mar., 
1934 1934 1934 

ASSETS. (millions of francs) 
Gold reserve wi ax - $a 77,055 73972 74,613 
Foreign exchange reserve (total) “a 896 837 835 
Sight .. a - ” 16 15 13 
Time i wa os win as 880 822 822 
Discounts (total) .. i - ‘7 4,720 6,197 6,432 
Bills on France .. - 7 a 4,619 6,038 6,213 
Bills on foreign countries ‘es IOI 159 219 
Advances on bullion ‘as - ei 1,413 1,506 1,563 
Advances on securities .. sia i 2,893 2,932 2,973 
Bonds on the Caisse Autonome .. = 6,119 6,114 6,007 


LIABILITIES. 
Note circulation .. és _ i 79,474 81,024 82,833 
Current and deposit accounts (total) .. 18,106 14,935 14,354 
Of which— 

Treasury .. ~ ae ws ws 46 45 

Caisse Autonome ng ps i 2,224 1,773 

Private accounts ‘a a a 15,592 12,831 

Sundry .. a xs ss 244 236 
Total of sight liabilities .. yy a 97,580 95,959 
Percentage of gold cover hi . 78:97% 77°09% 76°77% 
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Apart from the increase of the gold stock from 
73,972 millions to 74,613 millions, there was also an 
increase of discounts from 6,197 millions to 6,432 millions. 
In February, the increase of the latter item was much 
more pronounced, for it attained nearly 1} milliard 
francs. The additional increase in March, moderate as 
it was, indicated the tight conditions of the money 
market. This is also shown by the increase in advances 
on securities from 2,932 millions to 2,973 millions, and 
by the increase in advances on bullion from 1,506 millions 
to 1,563 millions. 

On the liabilities side, there was a marked increase of 
the note circulation, which rose from 81,024 millions to 
82,833 millions. In spite of a simultaneous decline of 
current accounts and deposits, from 14,935 millions to 
14,354 millions, the total of sight liabilities increased 
from 95,959 millions to 97,187 millions. Notwithstanding 
the increase of the gold stock, the reserve ratio dropped 
from 77:09 per cent. to 76°77 per cent. 

The absence of any improvement in the money 
market may appear surprising, especially as on his 
advent to power, M. Doumergue declared his determina- 
tion to maintain the stability of the franc and to put the 
finances on a sound basis. The persistence of the wave 
of distrust was due, in the first place, to the difficulties 
of the Treasury in raising the funds it required. In 
spite of the repeated appeals to the public, the Govern- 
ment had to conclude with a Dutch banking group 
a credit of 100 million guilders. The conclusion of this 
credit did not create a good impression, especially as it 
carried the high interest rate of 4 per cent. 

Moreover, the Government was rather slow in making 
use of its powers obtained from Parliament for the 
realisation of economies. Throughout March there were 
protracted discussions on the subjects within the various 
Ministries, and the public was awaiting the issue of 
economy decrees. Owing to differences of opinion 
within the Government, however, the decision was delayed. 
The result was a disappointment, which caused a fresh 
decline in the price of Government securities. The delay 
however, did not last very long. After the Easter holidays, 
the Government issued the first decree providing for 
economies of 2,760 million francs. This measure helped 

L 
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to restore confidence. After a long period of depression, 
activity on the Bourse began to revive, especially as 
far as rentes were concerned. It is true that the move- 
ment is of a speculative nature, but it indicates none the 
less the revival of optimism. It must be, indeed, 
admitted that the decisions taken were this time effective. 
They impose genuine sacrifices upon the country. They 
may be summarised as follows :— 

(1) Through a severe reduction of budgetary alloca- 
tions to every Ministry, an economy of 628 millions 
has been attained. Civil and military departments 
shared the cuts in equal portions. Together with a reduc- 
tion of subsidies by 32 millions, the economies amounted 
to 660 millions. 

(2) The Government decided to reduce the number 
of civil servants by ten per cent. An economy of 750 
millions is thus achieved. In addition, a reduction of 
small salaries by 5 per cent. and of the large salaries by 
Io per cent. results in an additional economy of 360 
million francs. 

(3) The system of old age pensions has been thoroughly 
reformed, without affecting unduly the smallest pensions. 
The result was an economy of 500 millions. The Govern- 
ment discontinued certain abuses and suppressed certain 
offices, obtaining as a result economies of 190 millions. 

(4) In addition to these 2,460 millions of economies it 
was decided to obtain an additional 300 millions through 
the improvement of the organisation of special services and 
State railways. Possibly the final figure will be even 
higher. The total actually obtained was 2,760 million 
francs. This was not sufficient to wipe out the deficit 
which was estimated by M. Germain-Martin at 4 milliard 
francs. The difference will be provided by the reduction 
of war pensions and by other reforms. The total of 
economies will thus even exceed 4 milliards. 

It is beyond doubt that, without the exceptional 
powers granted to the Government, such measures could 
not have been carried through. They are very severe 
indeed, and affect every department. In his accompany- 
ing letter addressed to the President of the Republic, 
M. Doumerge pointed out that the last balanced budget 
was that of 1929-1930. All the subsequent four budgets 
closed with a deficit varying between 2:6 and 7 milliards. 
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The budget of 1934 only balances thanks to an economy 
of 600 millions which the Government is to obtain by 
decree. Although such a small deficit would not be 
dangerous, unfortunately its figure does not correspond 
to reality. The letter points out that the budgetary 
estimates were based on the figures of 1932, and did not 
allow for the aggravation of the crisis during 1933 nor 
for the deficits during the first two months of the year. 
In fact, the deficit of the direct taxes during the first two 
months of the year amounted in itself to 600 millions. 
Even if we allow for an improvement, it is nevertheless 
beyond doubt that revenue in 1934 will remain well under 
estimates. M. Doumergue states that a revision of the 
budget figures produced an estimated deficit of 4 milliards. 
This amount, he said, could not be raised by loans, for 
borrowing should be reserved for the consolidation of 
the floating debt and for public works for military and 
economic purposes. It is also impossible to cover the 
deficit by taxes, as the burden of taxation is already too 
heavy. His conclusion is that expenditure has to be 
reduced to the level of revenue. 

This time the French Government did not hesitate 
to tackle the problem, and deserves recognition for its 
work. Having often criticised in these pages the French 
financial policy, it is only fair to acknowledge the credit 
due to it, on the assumption that the Government will 
persevere in the same direction. Its task is still far from 
concluded. After restoring the budgetary equilibrium, 
it has to tackle the problem of the railway deficit. At 
present that amounts to 4 milliards, which has to be 
borne by the Treasury. The Government is determined to 
solve this problem. Its policy is to create a feeling of 
security in the sphere of public finance and currency, so as 
to induce hoardings to emerge and seek productive 
employment. One of its objects is to reduce interest 
rates on long and short loans. It is to be hoped that 
after its good start, the Government will be able to attain 
this end. 
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German Banking 
By a Correspondent 


S was to be expected, the Deutsche Bank und 
A Disconto-Gesellschaft followed the example of 
the Dresdner Bank by passing its dividend for 
1933. Its net profits declined only moderately compared 
with 1932; as in that year, they will be used for strength- 
ening the reserves. In addition, hidden reserves 
increased also considerably out of bookkeeping profits 
last year. The report states that the economic recovery 
has so far been unable to wipe out the traces of the 
upheaval of recent years, or to benefit individual debtors 
to an adequate extent. As in the case of other banks, 
the decline of interest rates resulted in a fall in earnings 
from interest. On the other hand, receipts from commis- 
sions increased as a result of the trade revival and the 
increase of Bourse turnover. The decline of gross profits 
was largely offset by a reduction of overhead charges, 
so that the net profit declined by only half a million 
reichsmarks to 25 millions. It ought to be remembered, 
however, that this year only 11 millions were used for 
writing off bad debts, while last year the amount was 
144 millions. Bookkeeping profits were obtained through 
the appreciation of securities—which were valued in the 
balance sheet at a very low figure—and participations, 
as well as through the sale of the former head offices 
of the Disconto-Gesellschaft to the Government. As a 
purchase price, the bank obtained, in addition to some 
millions of Treasury bills, Rm. 14 millions of its own 
shares out of the holding of the Gold Discount Bank. 
These shares will now be cancelled, so that in future the 
DD Bank will have a share capital of Rm. 130 millions 
and open reserves of Rm. 25 millions. 

Outside resources show a substantial decline during 
the past year. Deposits declined from 2,812 millions 
to 2,610 millions. The drop was mainly due to the 
decline of foreign deposits, as a result of the depreciation 
of sterling and dollar, as well as through actual repay- 
ments. At the end of 1933 foreign debts amounted to 
only 403 millions, against 1,823 millions at the end of 
1929. In the 403 millions, 130 millions represent reichs- 
mark debts which cannot, strictly speaking, be regarded 
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as foreign indebtedness. It is worth mentioning that 
before the war the Deutsche Bank and the Disconto- 
Gesellschaft used on the average well over one milliard 
of foreign deposits and acceptance credits for the financing 
of Germany’s external trade. 


OUTSIDE RESOURCES OF THE DD BANK 










Inland Creditors Foreign Creditors 











End of} Total 
Banks | Others 





Total | Banks | Others Accep tance Total 
Credits 












(in millions of Reichsmarks) 






1929 | 4,729 289 2,017 2,906 801 357 665 1,823 
1930 | 4,137 384 2,252 2,636 | 559 253 689 1,501 
1931 | 2,993 194 | 2,113 | 2,307 | 166 155 365 686 





1,958 2,242 122 129 319 570 


1932 | 2,812 284 
1,919 2,207 103 114 186 403 


1933 | 2,610 288 




















Inland deposits of the DD Bank were well maintained 
during the past year, although considerable amounts 
were converted into securities or were used by industrial 
undertaking for the financing of their increased produc- 
tion. The present stage of economic recovery confronts 
German banks with very difficult tasks. Simultaneously 
with the withdrawal of deposits, there is an increase in 
the demand for credits, while the formation of new savings 
deposits is a very slow process. Acceptance credits 
declined through repayments and currency depreciation 
from 289 to 181 millions. Other creditor items declined 
from 1,742 to 1,684 millions only. The amount of new 
credits granted was 707 millions, while the amount of 
credit applications refused was 35:7 millions. 

The liquidity of the DD Bank was maintained almost 
completely, in spite of the further decline of foreign 
resources and the demand for new credits. As in the 
case of other banks, this is due to the fact that unemploy- 
ment relief works are financed with the aid of bills which 
are eligible for rediscount and are therefore essentially 
liquid. In spite of this financing, the total holdings of 
bills declined, while its holding of non-interest-bearing 
bills of the Reich and the German States increased. 

The monthly returns of the German banks for the 
end of February show, for the first time, an increase of 
total outside resources. Throughout 1933 the favourable 
development of inland deposits were always more than 
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BALANCE SHEET FIGURES OF THE DD BAnk 
(in millions of reichsmarks) 
: 1932 1933 
Receipts from :— aconsioae 
Interest and Discount... ws rr os 96°E2 65°93 
Commission os es _ es -. 80°20 78-76 


. P 156°32 14469 
Less amounts written off .. oe oe se 14°50 II‘00 


141-82 133° 69 
Lottery account i -s “is + os 1*03 0*99 
Participations ‘3 T a Xs sin 1°39 1-48 





Gross Profit .. psi ara a5 ‘i ~- 144°24 136-16 
Overhead charges .. Si wa ‘a “i 76 III-17 
Net Profits .. in a ws - es 5°48 25°00 
Capital “ wa e's as - ie 130 
Reserves Gi on - 54 bs “a 5 25 
Creditors - Pe . ae aise re! 2,610 
Acceptances .. + os é< - - 231 
Cash :— 

With Reichsbank .. ws wi a ‘id 116 

Other Bankers... i “7 - e 58 
Bills, Cheques, and Treasury Bills 53 + 746 
Advances on goods .. ‘4 - ch si 181 
Debtors - xa os ss ns - 1,684 
Balance Sheet Total aa ia ~ eae 3,039 
counteracted by the decline of foreign credits. The total 
outside resources of the five big Berlin banks at the end 
of February were 19 million reichsmarks higher than at 
the end of November, 1933. At the same time, acceptance 
credits declined by 47 millions, and other foreign credits 
by nearly 35 millions. Against this, inland bank deposits 
increased by 22 millions, and other inland creditor items 
by 75 to 80 millions. For the other banks, whose foreign 
liabilities are small, there was a net increase in outside 
resources of 67 millions. The development is even more 
favourable tor official banks and Girozentralen, as a 
result of the increase of deposits of savings banks. 

The extent to which the Reichsbank has so far been 
called upon to finance the trade revival is relatively 
small. This is indicated by the fact that the note circu- 
lation remained around its last year’s figure. The total 
investments of the Reichsbank in bills, Treasury bills 
and advances on securities were at the beginning of 
April only 80 millions above the corresponding figure 
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for last year. It ought to be borne in mind, however, 
that last year substantial amounts of bills, which served 
as security for foreign credits repaid in 1933, were 
excluded, and were included among other assets. More- 
over, the open market policy resulted also in some relief 
to the commercial banks, enabling them to reduce their 
rediscounts with the Reichsbank. During the last few 
weeks the security purchases of the Reichsbank were 
moderate. This expresses the conception which was also 
expressed in a report recently elaborated by the intelli- 
gence department of the Reichsbank. The conclusion of 
the report was that the scope for further acquisition of 
securities by the Reichsbank is limited for the present. 
It is pointed out that the Bank of England pursues a 
very cautious open market policy, and in face of the fact 
that the Federal Reserve Banks have taken a bolder 
course, it is pointed out that it is left to be seen whether 
the big security holdings can be liquidated without 
detrimental effect on the credit situation in the United 
States. The conclusion was also influenced by the de- 
velopment of the Reichsbank’s rediscounts. Although the 
emergency credits granted in 1931 have been considerably 
reduced since 1932, on the other hand the Reichsbank 
has taken up last year considerable amounts of unemploy- 
ment relief bills, whose liquidity is not so good as that of 
genuine commercial bills. As the Reichsbank has 
undertaken to rediscount such bills it will have to reckon 
with further increases. Its portfolio consists, therefore, 
to a great extent of securities which, though they are 
bills in form, depend for their liquidity on the future 
development of the capital market. As the Reichsbank 
has bought, in addition, securities to the amount of 
350 millions, it had to come to the conclusion that, in 
the interest of maintaining a sound currency, it has to be 
careful about the acquisition of further securities. This 
report did not fail to affect the tendency of the bond 
market. In spite of the repeated assurances that the 
Reichsbank will defend the stability of the reichsmark, 
the anticipation of a more reserved attitude of the 
Reichsbank regarding open market policy resulted in a 
decline of prices. This affected adversely the chances of 
an early voluntary conversion, the necessity for which is 
being repeatedly emphasised in other quarters. 
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International Banking Review 
ITALY 
Os the occasion of the annual meetings of the 


leading Italian banks, some important personal 

changes were announced. At the Banca Commer- 
ciale Italiana, Signor Giuseppe Toeplitz, who a year ago 
relinquished his post of managing director to become 
deputy-chairman of the board, has retired, and Senator 
Luigi Spezzotti has been appointed in his stead. His 
brother, Signor Ludovico Toeplitz has relinquished his 
post of general manager, and is succeeded by Signor 
Giuseppe Zuccoli, hitherto manager of the London 
branch of the bank. Messrs. R. J. Hibberd and Carlo 
Lovioz have been appointed as managers of the London 
branch. Although, according to the announcement, the 
retirement of both brothers was due to personal reasons, 
it is believed to be connected with the change in the 
sphere of activity and policy of the bank, as a result of 
its recent reorganisation. Signor Toeplitz was associated 
with the industrial system of banking which has now been 
replaced by commercial banking. Both he and his 
brother rendered the bank great services during their 
long term of office. At the Credito Italiano, Signor 
Orsi relinquished the post of managing director and was 
appointed deputy-chairman, while Signor Stringher, 
hitherto manager of the London branch, was appointed 
general manager. 

The lira continued to display weakness during the 
period under review, and there was a moderate but 
persistent decline in the gold reserve of the Bank of 
italy. The weakness was largely due to the withdrawal 
of funds by Italian residents in the United States, as a 
result of the return of confidence in the stability of the 
dollar, and of the reduction of the yield on Italian invest- 
ments through the recent conversion operation. To 
check the adverse trend, Signor Mussolini introduced by 
decree drastic measures of economy, as well as measures 
aiming at the reduction of the cost of living. 


HOLLAND 


Arrangements for the establishment of an organisation 
which is to take charge of exchange clearing are nearing 
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completion. The object of the creation of such an institu- 
tion is, in the first place, to bring pressure to bear upon 
the German Government on the occasion of the coming 
debt negotiations. It is understood that, unless the terms 
offered to the Dutch bondholders prove unsatisfactory, 
the Government will establish one-sided exchange clearing 
against Germany. As the trade balance between the 
two countries is strongly in favour of Holland, it is hoped 
thereby to be able to retain the amount required for the 
full debt service to Dutch creditors. Apart from this, the 
idea of concluding exchange clearing agreements with other 
countries is also considered. Both neighbours of Holland, 
Belgium and Germany, have a number of such agreements, 
and pressure is being brought to bear upon the Govern- 
ment to follow their example. 


BELGIUM 

Negotiations for the reconstruction of the Banque du 
Travail, which suspended payment some time ago, have 
failed so far to result in any agreement. The bank is 
controlled by the Socialist party, and its depositors are, in 
addition to the trades unions and the Co-operative Society, 
mainly working-class people. The Socialist party is 
making efforts to refloat the bank, as its failure would be 
a heavy blow to the prestige of the party. To avoid this, 
efforts are made to induce the trades unions and the 
Co-operative Society to agree to the priority of the claims 
of small depositors, and to accept a reduction of their 
own claims, so as to secure the solvency of the bank. 


SWEDEN 

The total net profits of twenty-five banks for 1933 
amounted to 28-5 million kronor, against 18-7 millions 
in 1932. The Stockholms Enskilda Bank and the Svenska 
Handelsbank maintained their dividend at 15 and 6 per 
cent., respectively. Although the Skandinaviska Kredit 
A.B. had to apply a large amount to writing off doubtful 
assets, it was able to resume the payment of dividend. 
The G6éteborgs Bank also had to write off a large amount. 
The medium-sized banks showed net profits, but only 
two of them maintained their dividend at their last 
year’s figure. Of the twenty-five banks, seventeen 
showed net profits, and fourteen declared a dividend. 
Total deposits increased by 73 millions to 3,629 million 
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kronor, while loans declined by 410 millions to 3,906 
millions. The banks are very liquid and possess large 
cash resources. 

AUSTRIA 

The Société Continentale de Gestion, a_ holding 
company established to take over the foreign assets of 
the Creditanstalt, which issued bonds in part payment of 
the foreign debts of that bank, made a first payment on 
account of interest, for the period ended December 31, 
1933. Its report states that some progress has been made 
in the realisation of claims and securities. Among 
others, the Amstelbank made a substantial payment. 
Since the end of the year, the realisation of assets made 
further progress. 

Negotiations for the fusion of the leading Austrian 
banks have not yet been concluded. The original scheme 
was to arrange the amalgamation of the Niederoester- 
reichische Escompte-Gesellschaft with the Wiener Bank- 
verein, and to create a holding company to which the 
industrial assets of both banks would be transferred. 
Subsequently it was proposed that the Creditanstalt 
should also be included, and the Escomptegesellschaft 
should be converted into a holding company for the 
industrial assets of the three banks. The creditors of the 
Creditanstalt and the foreign shareholders of the two 
other banks have been approached, but so far nothing 
definite has been decided. 


Banking Reviews 
English Reviews 

HE World continues to watch with some anxiety 

the progress of the experiments made in America 
during the past year for the purpose of solving 

her social-economic problems. Reliable information con- 
cerning the results of these experiments is difficult to 
obtain and we welcome the article which appears in the 
April issue of LLoyps BANK review from the pen of 
Mr. Robert B. Warren of New York, under the title, 
“The Basic American Problems.”” The two major prob- 
lems which confronted the Administration when it took 
office in March, 1933, originated before the depression and 











BANKING REVIEWS 141 


are still awaiting a solution, they are:—The Farm 
Problem and The Industrial or Labour Problem. 

Mr. Warren summarises the State programme for 
the attempted solution of these problems under three 
headings :— 

I. Relief of actual distress. 

2. Recovery from the depression. 

3. Reform of the economic system. 

But he considers that of these three the element of relief 
has become politically predominant. He sees no per- 
manent solution to the agricultural problem which does 
not include the opening of export markets at some 
sacrifice of the tariff system; and no permanent solution 
to the unemployment problem which does not include 
“a formal and permanent scheme for imposing upon 
American industry some part of the burden hitherto 
borne by the unemployed member himself and now 
supported by the Federal deficit.’’ Yet, neither of these 
remedies is sponsored by any political party, and both 
would be bitterly opposed by American industry. Briefly 
the two great problems have been met by transferring them 
bodily to the Treasury, and by adding their cost to 
the already imposing deficit. 

As a sequel to the article already discussed our 
readers should turn to the MIDLAND BANK review for 
March-April, wherein appears an interesting article on 
“Gold and Money, Internal effects of American De- 
valuation.”” The writer points out that “ devaluation 
can bring about a rise in commodity prices through 
internal effects only if it adds materially to the quantity 
of money in active circulation.’’ This, he considers 
has not come about up to the present, and ultimately, 
it must depend upon the extent to which the Government 
succeeds in promoting business recovery; the means 
by which it finances its disbursements over and above 
those covered by taxation; and the extent to which it 
decides to make use of the profits on devaluation. He 
considers, therefore, that devaluation of itself has had 
little effect on the general level of prices, although it 
has created conditions which make it easier for the 
Treasury to spend money and thereby raise prices. 

The importance of the monetary revolution which has 
taken place in the United States arises from the fact that 
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the Central Banks in America may now buy or sell 
gold only as agents of the Government, and may not 
hold it at all. Thus, “it may truly be said that the 
real authority in monetary affairs in the United States 
is no longer the Federal Reserve System, but the 
Treasury.” This is contrary to previous policy in that 
country, and indeed to the monetary policies of most 
great nations, for it has always been considered ad- 
visable to keep “ finance ’”’ and “ politics’ as separate 
as possible, by making the Central Bank independent 
of control by politicians. The writer concludes that for 
this reason “‘ the fruits of American policy in the near 
future will be watched anxiously and minutely in every 
corner of the World.” 

Dealing with ‘ The Industrial Situation,’”’ BARCLAYS 
BANK review for April points out that the recent 
increase in trading activity in this country has been due 
very largely to an expansion in internal trade, promoted 
by the change in our fiscal policy. With our dependence 
on overseas supplies of foodstuffs and raw materials, 
however, we cannot aim at economic self-sufficiency with- 
out being brought face to face with a drastic reduction 
in our standard of living. Hence it is imperative that, 
failing any general return to a system of comparative 
freedom in international trade, we must pursue still 
more vigorously the policy of negotiating trade agree- 
ments with foreign countries. 

An excellent article dealing with “‘ The Future of the 
Rate of Interest ’’ appears in the March number of the 
WESTMINSTER BANK review. The writer considers that, 
next to the Price Level, the rate of interest may be 
regarded as the most important of all economic phe- 
nomena. It is impossible, in the space at our disposal, 
to give even a brief resumé of his analysis of the present 
position, but his conclusions may be summarised by saying 
that for the immediate future he expects a continuation 
of the present low rates of interest—or even still lower— 
and ultimately he looks for a tendency towards higher 
rates, when trade has really revived and confidence 
returned. 

Foreign Reviews 

The “‘ Bulletin’ for March published by the UNION 

DE BANQUES SUISSES (in French) contains an article 
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entitled, ‘‘ Les marchés des capitaux et le mouvement de 
capitaux pendant la crise mondiale.’’ The author sum- 
marises very clearly the international movements of short 
term capital during the last few years. He points 
out how difficult it is to show this by means of statistics, 
but uses the gold reserves of the various national banks 
of the countries affected as an indicator of the movement 
of funds. He emphasises how useless to national and to 
world economy are these movements and suggests the 
various necessary economic and political conditions which 
would render these movements of capital unnecessary. 
He considers that the present state of affairs between 
debtor and creditor nations must be regulated so that 
the debtor nations are in a position to meet their commit- 
ments from the resources at their disposal. We commend 
this article to our readers for the clear way in which the 
facts and suggestions are set out. 

The RoyaL BANK OF CANADA offers each year a 
prize for the best essay submitted on one of certain 
specified topics by any student of a Canadian University. 
The Bank has thought fit to publish the second paper, 
as it deals with a subject of vital interest to Canada at 
the moment; “‘ The Future of the Export Trade in 
Canadian Farm Products.”’ The writer of this essay 
thinks that the Canadian farmers would find a way out 
of their difficulties by increasing their exports of live- 
stock, bacon, cheese and poultry to Great Britain. In 
other words instead of carrying over every harvest 
enormous quantities of wheat he suggests that this 
amount should be used as feed for cattle, pigs and poultry 
and the cereal-fed product be exported to Great Britain ; 
especially as there is free and preferential entry for these 
products into this country. This certainly seems to us 
an excellent proposal for curing the farmers’ difficulties 
created by the wheat glut and by the restrictions of the 
Wheat Agreement, but it might lead to difficulties here, 
as the imported produce could, presumably, be sold at 
prices which would under-cut our own farmers. 

The author of the NATIONAL CiTy BANK review for 
March refers to the improved business conditions in the 
United States and attributes it largely to the enormous 
Treasury disbursements. The payments to farmers alone 
amount to over one billion dollars. The farmers are 
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paying up their debts to merchants and are also paying 
their over-due mortgage instalments and further they 
are spending more in the towns. The author points out 
that business men realise the connection between these 
Treasury payments and the trade revival, but few realise 
the artificial and temporary character of the movement. 
“As long as this purchasing power is provided, and 
goes around the circle, business will feel the stimulus, 
and business policies are being shaped accordingly.” 
What will happen when the Treasury stops paying out ? 
The writer of the review, unfortunately, does not answer 
this question. 

The recent gold shipments to New York are discussed 
in this review and the writer examines the further mal- 
distribution of gold which these shipments have caused. 
He states that the foreign loans made by the United 
States were justified as a means of redistributing gold, 
and adds, “‘ but now that this new avalanche of gold 
has come upon us the problem of how all our holdings 
can be usefully employed, and the effects of an aggravated 
maldistribution mitigated, obviously is more serious 
than before.’ This problem becomes all the more 
serious when it is borne in mind that the present crisis 
in the United States has not been due in any way to the 
lack of credit resources. As the writer himself states, 
“The credit paralysis has not been due to insufficient 
gold or bank reserves, but to the loss of capital, the lack 
of profit in business, the monetary uncertainty and the 
general disruption of trade and accustomed economic 
relationships, all of which limited the use of credit, 
and destroyed the enterprise of borrowers and the 
confidence of lenders.” 


Books 


RECOVERY AND COMMON SENSE. By O. W. M. SPRAGUE. 
(London, 1934: John Lane. Price 3s. 6d.) 
THOSE who expected Dr. Sprague to deliver a violent 
attack on President Roosevelt will be disappointed by the 
moderation of the tone in which he criticises his former 
chief. Nor does he indulge in any indiscreet revelation 
of inside knowledge acquired through the official positions 
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he held in this country and in the United States. Even 
without such “ attractions,’’ the book is most interesting, 
and is decidedly outstanding among the vast output of 
books on the Roosevelt policy. Sir Josiah Stamp 
contributes a preface, though the book is strong enough 
to stand on its own merits. 


THE STORY OF THE BANKs. By J. F. Asusy. (London, 
1934: Hutchinson & Co. Price 18s.) 


THE history of British banks has been written over 
and over again, and yet, as the present book proves, it is 
still possible to write interesting things about the subject. 
The author has succeeded in introducing human interest 
in his narrative of events. His illustrations, whether 
descriptive or photographic, are very well selected, and 
liven up the book to no slight extent. 


THE BANKS, THE BUDGET AND BusINEss. By JOSEPH B. 
HuBBARD, New York, 1934. (London: Mac- 
millan & Co. Price 7s. 6d.) 

THE author, who is Editor of The Review of Economic 
Statistics, gives a brief account of the developments that 
led to the American crisis of 1933. Without being too 
dogmatic, he is opposed to restriction of output and 
other drastic methods of Government intervention, as 
well as to inflation. 


THE ECONOMY OF ABUNDANCE. By STUART CHASE, 
New York, 1934. (London: Macmillan & Co. 
Price 8s. 6d.) 

THOUGH the title of the book inspires distrust— 
there have been a vast number of books published lately 
under similar titles—the reader should not be dis- 
couraged by it, or by its size of over 300 pages. Itisa 
serious book well worth reading, whether or not we 
agree with the author’s conception. 
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BETTER BANKING. By W. H. KNIFFIN, New York, 
1934. (London: McGraw-Hill Publishing Co., 
Ltd. Price 2t!s.) 

TuIs is a sound textbook, based on the teaching of the 
recent banking crisis. Although it deals with American 
banking, it is interesting also to those who are not par- 
ticularly concerned with banking abroad. 





CONCENTRATION OF BANKING. By JOHN M. CHAPMAN, 
New York, 1934. (London: Oxford University 
Press. Price 25s.) 

Mr. CHAPMAN has produced a good handbook of 
the American banking system, the intricacies of which 
are not adequately understood outside the United 
States. The book is valuable both asa historical account 
of the evolution of the modern American banking system, 
as well as a description of the system as it is to-day. His 
conclusion is that the trend of evolution points towards 
the reduction of the number of banks and that eventually 
there will be only a few banks left with a large number 
of branches. 








OLLOWING upon the £50,000 contract with the 
iz National Bank of Greece, secured by John Tann, 

Ltd., of London, in the face of world-wide com- 
petition, this company has now succeeded in obtaining 
the even more important contract for the strongrooms of 
the new head office in Athens of the Bank of Greece. 
This new contract includes a large number of steel 
strongrooms and twenty-five strongroom doors, of which 
seventeen are “‘ Tannsteel’’ doors of a new type, which 
are impervious to modern blowpipes and mechanical 
tools, and one is a colossal circular door 8 feet in diameter 
and 3 feet thick. 
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Author of “ Finding Capital for Business’”’ 


This new book is of far-reaching impor- 
tance and deals with the practice of the 
underwriting of capital issues. It sur- 
veys the whole field. It explains the 
origin and development of the system 
and describes present-day practice. 
Finally, it exposes the weak points and 
criticizes typical methods employed. 
This pioneer work analyses the pro- 
sions of the main underwriting and sub- 
underwriting agreements and makes a 
strong appeal to all members of the 
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“Of extraordinary interest ”—S. Times. 


“A fascinating subject, most admirably 
presented by Mr. Ashby... We are taken 
through British banking from its very 
beginnings, passing through the bank 
parlours of the old goldsmiths and private 
bankers, to finish our journey in the 
magnificent palaces of the Big Five and 
the Bank of England itself. The many 
and rare illustrations with which this work 
is enriched add greatly to its charm and 
interest ”—Financial News. 
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4-9)0°2 13°3 9-3 5°5 3°8 58-9 67:4 | 90-3 82°3 57-1 | 0- 
2 sda | 18-8 10-0 5°5 3°7 60-9 93-1 89-1 48-1 | 51:8 | 0-2 
0 398 67°7 13-2 10-0 5-2 3°6 60-9 96°7 89°3 44-0 51-0 0-2 
7 407 11-2 10-0 4°3 3°5 61°3 103°4 89-4 | 43°9 51-0 0-2 
0 sii — 11°3 10°1 4°3 3°5 62-6 104-6 | 89-5 | 43-9 51-0 0-2 
) 2) — 11°6 10-4 4°3 3°5 63-2 98-0 89-6 43°5 51-0 0-2 
q 19) — 11°8 10-4 4°3 3°5 63-1 98-0 89-6 43°5 51-0 0-2 
} )— 11-8 10-4 4:3 3-5 66:8 100-3 89-6 43-5 51-0 0-2 
1p — 11°3 10°4 4°3 3°5 | 68-0 100-5 | 89-6 43°5 51-0 0-2 
lyf — 11°3 10°4 4°3 3°5 70°5 94°5 89-6 43°5 51-0 0°: 
: lif — 10-9 10°4 4°3 3°5 | 72:3 81°5 89°6 43°5 51-0 0-2 
: 10, — 10°9 10-4 4-3 3°5 73°2 74°3 89°6 43°5 51-0 0-2 
Lip — 10°9 10°4 4°3 3-5 | 75-6 72°1 89-6 43°5 51-0 0-2 
PY. 10°9 10-4 4-3 3°5 | 76:0 72:1 89°6 43°5 61:0 | 0-2 
20) — 10-9 10-4 4°9 3-5 | 76-2 73°2 89-6 43-5 61-0 0-2 
2 — 10-9 10-4 4-9 3°5 | 76-3 76°5 89°6 43-5 51-0 0-2 
258 — 10-9 10-4 4:9 28 | 766 79-2 89-6 43-5 50-0 0-2 
19) — 11:0 10-4 5°5 2°8 76-7 79°2 89°7 43-5 47:6 0-2 
Lif — 11-0 10-4 5-5 2-8 | 76:8 79-2 89°7 43-5 47°6 
135 — 11:0 13-94 5:5 2-8 | 76:8 72-8 89-7 43-5 47-6 
i. — 11-1 13-94 5:5 2-8 | 74:4 69-2 89°7 
} the retuga on or nearest the first of the month. 
held ing Banking Department. 
ity law February Ist, 1934. 
ity lawM February 17th, 1934. 
“ 
Table III GOLD MOVEMENTS 
Pease UNITED KINGDOM UNITED STATES 
TRANS ' 
: Vi , GOLD 
Net Net Net | OUTPUT 
A Influx (+) Imports Exports Imports (+) Imports Exports | Imports (+) | at 85/- per 
n or Efflux (—) E la vem ts.) | Mime ounce 
Uxports (—) Exports | 
£ millions £ millions £ millions £ millions $ millions $ millions $ millions | £ millions 
1931 
JANUARY .. — 7°5 7:3 16-2 — 8-9 34-4 - + 34-4 3°9 
APRIL a — 2-7 5:9 0-9 + 5-0 49°5 —- + 49°5 3°7 
JULY an —31°7 10-0 36°8 —26°9 | 20°5 1-0 + 19°5 3:9 
OCTOBER 38-6 5°3 + 3:3 | 60-9 398-6 —337°7 4-0 
1932 
JANUARY 17 | 21°5 — 4-4 32-9 107-9 — 75-0 4-0 
APRIL ‘ 12 5°5 + 6°7 19-3 49°5 — 30-2 | $-0 
JULY aa + 1°6 12 74 + 54 16°3 23°5 — 72 | $°2 
OCTOBER ‘ 9°3 8-2 + 1:1 20-7 20-7 | 1-1 
DECEMBER .. —19°6 12-0 21°3 — 9°3 100°9 _— +100-9 4-2 
1933 | 
JANUARY .. + 6°6 9-3 22-3 +13-0 128°5 - +128°5 | $-1 
FEBRUARY .. +21°4 11°3 6-1 + 5-2 30°4 12°6 + 17°83 | 3°8 
MARCH ee +25°9 24°3 4°5 +19°8 14-9 37-0 — 22-1 4°0 
APRIL os +12°3 20-0 3°7 +16°3 6°8 16°7 — 9:9 3°8 
May.. ee -- 32-0 3°8 + 28°2 1°38 22-9 — 21-1 4-0 
JUNE si + 3°3 24-0 2-7 +21°3 | 4:4 - 3:3 3°9 
JULY ne + 0-6 27-0 1-1 +25°9 1°5 85-4 — 83-9 3-9 
AUGUST ‘ + O-1 14°4 7-0 + 74 1-1 81-5 - 4 4-0 
SEPTEMBER. . + Ol 16-4 2-0 +14°4 1-5 58-3 - *8 o'8 
OCTOBER .. + 0-07 23-4 4-3 +19°1 1-7 34-0 — 32:3 3-9 
NOVEMBER .. + O-2 26-3 2-3 +24-0 1-9 3-0 “1 | 3°8 
DECEMBER .. + 0-09 23°4 0-5 +22°9 1-7 10-8 1 3°9 
1934 | | 
JANUARY .. + 0°17 19-1 0-9 +18-2 1:9 4°7 — 2-8 | 3-9 
FEBRUARY .. -—- 83-3 48°7 +34°6 3°5 
MARCH - + 0-1 46°3 28-0 +18°3 3°7 













































LONDON — 
Discount Rates Treasury Bills 
Week i Day to r Bank 
—— Bank Rate oe, ee Bank Bills —— tata Tender Amount Amount 
3 months 3 months tate Offered Applied for 
Per ¢ 
Per cent. Per cent, Per cent. Per cent. Per cent. £ millions £ millions 
1933 Ss. d. | 2 
SEPTEMBER 1 2 § # 2t 0 7 1:95 45 | 66-6 2 
aie S se 2 § % 24 0 6 7:34 45 72-2 2 
= 15 2 ig % 2t 0 5 11-30 45 62-4 2 
pa 22 2 g # 3 O 4 9-15 45 | 58-2 2 
ie 29 2 g ts 2 012 4°61 | 45 93-9 2 
OCTOBER 6 2 i # 2t 012 9-98 45 100-5 | 2 
os 13 2 } 2+ 0 12 10-89 45 83-0 2 
ie 20 : i 33 23 016 0-82 45 80-5 | 2 
9° 27 2 i $ 2t 016 56-29 45 | 84-6 2 
NOVEMBER 3 2 ? tt 2t 017 7:57 45 | %7°3 2 
- 10 2 i l* 2} 019 0-02 45 71°5 2 
” 7 2 i 1*é 2+ 019 0-29 45 67-5 2 
a 24 2 j ls 2} 019 2-89 45 76:0 2 
DECEMBER 1 2 ? l* 24 019 0-79 50 71-6 p 
n 8 2 } 1k 24 1 O 7-09 50 67:0 2 
15 2 ; 1¢ 2t 1 3 10-66 50 79-4 2 
‘ 22 2 } lt 24 1 2 11-46 45 63:0 | ; 
29 2 i lé 23 019 4°05 45 91°5 
1934 
JANUARY 5 2 g l* 2t 0 18 11-50 35 76°3 
” 12 2 ‘ 33 2t O 16 11-69 30 66:1 
~ 19 2 é 1 2t 018 2:05 30 | 56:0 
» 26 2 é 1 2+ 018 1-41 35 72:0 
FEBRUARY 2 2 Fi 1 24 O17 11-74 40 | 72-0 | 
jo y 2 ri +. 2+ 017 5-81 35 53°65 
pa 16 2 é ts 2} 016 5-52 35 63-8 
% 2% 2 f 23 017 2-92 35 67-8 
MARCH 2 2 § : 24 018 4°75 40 64°6 
s 9 2 s ty 2t 018 0:77 40 69°7 
ms 16 2 rf é 2t 015 6-22 40 74°8 
- 23 2 i é 2+ 0 13 11-75 40 68-6 
i 29* 2 4 ti 2+ 017 9-99 40 69-0 
APRIL 6 2 5 a 2+ 017 9-01 40 80-4 
- 3 2 rf ah 23 0 17 10-93 40 84-5 
* 20 2 Fs is 2} 0 17 10-7 40 78-3 
* Thursday’s quotations owing to intervention of Easter. 
All figures given above are the rates ruling on Friday of each week. 
Table V FOREIGN 
DAILY 
NEW YORK)/MONTREAL PARIS BRUSSELS MILAN ZURICH MADRID 
S$to£ $ tok Fr. to £ Belga to £ Lire to £ Fr. to € P’tas to £ | 
a : | 2 
PAR OF EXCHANGE... . 2864 Pao | 42g¢2i | 35°00 92°40 as"22rg 25°2215 } 
| | . a 
1931 | 
JANUARY oe ~~ 4°8551 4-3 34°815 92-739 25-076 46-640 | 
APRIL .. ri fi 4°8599 4° | 34-950 92-815 25-235 47-015 | 
JULY .. ma a 4°8566 4° | 34-818 92-865 24-994 52-018 
OCTOBER ee ee 3°8887 4°: |} 27°794 75°352 19-823 43-366 | 
1932 i 
JANUARY 3-4303 | 4-0377 87°11 24-689 | 68-017 17-582 | 40-809 | 
APRIL 3°7520 4°1716 95-12 26°7738 72-840 19-299 48-788 
JULY . 3°5522 | 4:-0757 | 90-60 25-608 69-567 18-256 44-041 | 
OCTOBER 3°3990 | 3-7233 86°58 24-460 66°374 17-606 41-517 | 
1933 | | 
JANUARY 3-3599 3-8367 86°07 | 24-228 65-642 17°416 41:072 | 
FEBRUARY 3°4215 | 4:0997 | 87°26 | 24-492 66-908 17-664 41-488 
MARCH .. 3°4348 4-1199 | 87°41 | 24-605 67-157 17-770 40°3819 
APRIL 3°5851 | 4°2188 87-25 24-600 66-705 17-770 40°347 | 
MAY 3°9379 | 4-4870 | 85-57 24°189 64-660 17-439 39-377 
JUNE 4°1412 4-5988 86-07 24°267 64-799 17-564 39-865 
JULY 4°6438 | 4-9050 85-24 23-903 63-124 17 +267 39-921 
AUGUST $-5040 | 4°7717 | 83-85 23-527 62-399 16-989 39-306 
SEPTEMBER 7 : 4°6608 | 4°8260 | 80-36 22-552 59-780 16-259 37-438 
OCTOBER ee ee 4-6676 4-7770 80-20 | 22-533 59-673 16-210 37-646 
NOVEMBER wi ee 5-1363 5-0667 | 82°16 | 23-061 61-035 16-587 39-07 
DECEMBER . 5-1181 5-0796 83-61 23-565 62°305 16-920 40-143 
1934 
JANUARY oo ee 5-0592 65-0739 | 81-36 | 22-938 60-781 16-484 38-957 | ' 
FEBRUARY 5-0338 5-0700 77-81 22-913 58-516 15-843 37-807 - 
MARCH .. 5: 0960 5° 1004 77-37 21-849 59-303 15-765 37-369 bandon 
1 The old parity of 25-2215 was ndon 
2 The old parity of 25-2215 was 
8 Quoted 19th—30th only. 8-284 


4 Official rate 36-5d. 
5 Since dollar devaluation parity 
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cent 
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-to£ 
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© 
~ 
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145 


943 
617 
“565 


AMSTERDAM 


NEW YORK 


Market 
Discount 
Rate 


Per cent. 


ae Seale Saha stestesteaestesteststesteste | skskskskststeshshababsrsbaespaae arse 


BERLIN 
Rmk. to £ 


20°43 


20-419 
20-409 
20-967 
16-702 


14-484 
15-788 
14-959 
14-291 


14-127 
14.355 
14-462 
14°679 
14-410 
14°375 
14-002 
13°733 
13-206 
13-166 
13-466 
13-710 


13-440 
12-929 
12-831 


Call Money | 


Per cent. 


CHEN TENENeEENENeN ea eee | SESE sc cemcmencecepees semecmbenecmer mcm: 


PRAGUE 


Kronen to £ 


109°25 


163-91 
164-06 
164-01 
130-68 


107-42 
113-21 
122:61 


bandoned as from June 25, 1928. 
bandoned as from December 22, 1927. 


$23H. 
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to£ 
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hs 
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19- 
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*643 
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Table VI 





BRITISH TRADE |AND 




















COAL PIG-IRON (1) STEEL (1 r 
. Exports Number of > F 
_— ar Furnaces in Production Production 
. ery , | 
; atend o | ale 
M —— of a of snenth | — of ae of I 
1931 | 
JANUARY .. ae ee ee oe 19-2 3°6 83 337 402 
APRIL os oe ee “s os 18-6 3-6 78 323 397 
JULY .. oe t os ee . 17°1 3-7 70 317 429 
OCTOBER oe ee ee - we 19-7 4°3 66 284 457 
1932 | 
JANUARY .. ee 18-7 | 3°6 76 330 430 
APRIL se ee oe ee 18-4 3°8 69 | 317 433 
JULY .. is xa nt - 15-0 3-6 56 293 432 
OCTOBER oe es ee ° 17°5 3°6 59 } 276 439 
DECEMBER .. ee os 18°9 3°3 60 | 285 430 
1933 
JANUARY ae ee oe ee 18-8 3°5 62 287 444 
FEBRUARY .. ee ee oo 17°8 3°2 63 271 483 
MARCH ec oe oe ee 19-5 3°5 70 332 578 
APRIL os ae es ie 15-4 2-9 69 325 510 
May .. sin oa “ 17°4 3-9 72 340 600 
JUNE.. “s ° 15°3 3°3 72 346 569 
JULY ae ia 15:1 3°5 73 344 568 
AUGUST oe oe 15:4 3°5 73 368 551 
SEPTEMBER .. ee 16-6 3:7 74 360 669 
OCTOBER ee ee ° 18-1 3:9 74 373 668 
NOVEMBER .. - ‘ite is 18:9 3-9 79 375 695 
DECEMBER .. aa = a én 18-7 3°3 81 409 669 
1934 
JANUARY “* ee ee “e oe 20°8 3:1 85 441 711 
FEBRUARY ° ° 18-7 3-5 90 414 708 
MARCH ° 20-2 3:1 95 504 830 
(1) Returns issued by the Nati 
= 
Table VI BRITISH TRADE AND INDUSTRY—cont. — 
1 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT 
3 i 4 Index of 
2 . % Percent- Numbers Produce- 
Imports Exports |Re-exports| London Provincial Total Comper age of on Live tion 
“ Country” Total insured | Register (Quarterly) 
persons 
£ £ £ £ £ unem- 0000's 1924 = 100 
millions millions millions millions millions millions millions ployed omitted 
1931 ~. 
JANUARY ... 75:6 37°6 6-0 9-9 4-2 14-2 22-1 21-5 2,614 85-1 JANUS 
APRIL 70-0 32-5 6°6 9°5 3-9 13°4 21-1 20-9 2,532 80-6 APRIL 
JOLY 70°1 34-3 | 4-9 9-1 4-0 13-1 21°3 22+ 2664 Sil JULY 
OCTOBER 80°7 32°8 53 9-0 4-1 13°1 20-9 21-9 2,756 90°5 OcTor 
1932 
JANUARY .. 62°3 | 31-1 5-2 9-6 4-2 13°38 | 21-7 | 22-4 © 2,728 | 91-8 JANU! 
APRIL ... 53°5 | 34-8 46 9-0 4-0 13-0 | 22-1 | QL 2° 652 83-2 APRIL 
JULY ..| B19 | 29-3 3-3 8-8 4-5 13-3 | 22-6 | 22+ 2'812 77°8 JULY 
OCTOBER .. 60°8 30-4 3-7 8°7 4-1 12-8 21-4 21-9 2'747 nae — 
DECEMBER 60-6 32-4 4-1 9-0 4-1 13-1 21-5 21°7 2'723 Sf°2 JECE} 
1933 
JANUARY .., 54:1 | 29-2 4-2 9:5 4-2 13-7 | 22:4 | 23-1 JANUS 
FEBRUARY | 49-1 27-9 4-5 8-9 4-2 13-1 22-0 | 22-8 FEBRI 
MARCH 56-3 | 32-6 1-0 8-5 1-0 12-5 | 21-3 | 22-0 MARCI 
APRIL 51°2 26°4 3°5 9-3 4°0 13°3 22-7 21-4 66 oy 
May 57°3 30°8 3:8 9-0 4-0 13-0 21-8 20°5 58: j Y 
JUNE | 53°8 28-5 5°3 8-7 3°9 12°6 20-6 19-5 2,438 — 
JULY we] 53°7 29-8 4:3 9-4 4°38 13-7 22-3 19:6 2,442 ULY. 
Avaust ..| 56:8 | 31-0 4:3 8-5 3-8 12-3 | 20-0 | 19-2 | 2411 87:9 ee 
SEPTEMBER | 67-8 32-2 | 3-4 8-4 3°8 12-2 19°7 18-4 2,337 pe 
OcTOBER ... 61°8 aos | €6 9°5 4°3 13°38 22-3 18:1 2,299 — 
NOVEMBER 63°7 34-4 | 3:6 9-3 4-1 13-4 21-6 17-9 2,280 96-9 Deon 
DECEMBER 63-2 | 30:4 | 4:0 9:7 4-2 13-9 22:6 17:6 2224 J RCE} 
1934 Jan 
JANUARY ..| 64°7 31-6 4°1 10-4 4°6 15-0 23:8 18°7 2,389 Fe 
FRBRUARY | 57:4 30-1 5-2 9-6 4°4 14:0 22-1 18-2 2,318 jo 
MARCH 62-0 33-1 5:6 9°5 4°5 14-0 22-4 17:3 2,202 Ano! 
1 Daily averages. 2 “Country ” clearings at London Clearing House. 3 Total clearings (London co : 
“Country” and Provincial) adjusted for comparative purposes, by application of Board of Trade index ~ 


number of wholesale prices (1924 = 
figures published monthly 


100). 


4 Average of four or five weekly returns. 


Since December, 1931, 


5 Reprinted by courtesy of the London and Cambridge Economic Service. 
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} RON ES THEREOR MACHINERY WOOL 
E —— of Exports of Exports of | Exports of Exports of 
Imports Exports Imports | Exports Yarns Piece Goods Tops | Wool and Wool and 
| | Worsted Worsted 
ro ™ | Yarns Tissues 
r Thousands Thousands | t Millions of | Millions of Millions Millions Millions of 
of Tons of Tons thousands | thousands 1S. | Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
222 167 1,181 11-3 | 155-6 2-4 2°4 10-4 
193 188 1,216 10°8 | 135-2 2°38 2-4 5-0 
231 168 1,227 11°3 177°3 2°5 3:5 6°6 
276 159 1,698 12°8 | 143-1 2°6 1-0 6-7 
170 167 925 2,701 16-4 | 179-9 ocd 3-4 8-5 
145 180 769 3,210 13°9 199°3 3°6 H 2°9 6-3 
| 119 158 635 2,608 95 | 1938°3 2°4 | 3°7 7:6 
163 160 734 2,249 10-9 | = 138-4 4-7 3:4 5*9 
73 164 913 2,286 11-7 | 195°8 4°6 3°5 7°4 
| 
69 149 72 1,955 10°6 197°3 373 2°38 8-4 
78 136 626 2,018 11-9 194-6 4-2 3-0 8-5 
97 155 689 12°8 209-9 4°3 3-1 7-9 
77 132 630 12°4 171°2 3°0 2°83 5°5 
} 85 179 719 10-9 168°7 3°6 3°2 6-1 
| 69 154 672 10°6 141-6 3°8 3°2 6°6 
| 63 156 599 10-4 154°7 4-3 4°3 8-9 
| 80 155 763 2, 11-0 149-0 3°7 4°6 10°5 
80 157 681 2,306 11-7 163-0 3°7 4°2 8-6 
89 194 792 2,510 12°3 155-6 4°6 4-6 7-6 
92 184 831 2,483 12-7 170-5 4-1 4-1 7-9 
91 173 804 2,276 ee 155°5 3°5 3°5 7°8 
120 164 856 2,516 12°8 179-1 4°0 4°0 9-9 
123 142 793 2,134 11-3 168-2 3-9 3-1 9-5 
22 171 901 2,486 11-9 170°0 4°6 3:7 8°8 
ned by f the National Federation of Iron and Steel Manufacturers, 
Table VII_ COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
, Cost of 
4 Wholesale 1 | Wholesale |Wholesale| Living | Wholesale) Cost of Wholesale; Cost of 
Cost of (Depart- | Statis- (Statis- (Statis- | Living Living 
: Living ment of tisches tisches tigue | er jue } 
-" Board of “ Econ- ,, | (Ministry Labor) |Reichsamt Reichs- | Générale) 
; Trade omist” jof Labour } amt) | cent rae) 
" ; July 1913/14 (Jan.-July) 
1915 = 100 19158 — 100 |1914 = 100!) 1918 = 100 |1918 = 100 100 1913 = 100 | rie - 7100 1913 = 100) 1914 = 100 
1931 (a) (b) | |} (bd) 
| JANUARY ee 106-9 91°38 152 112-8 115-2 140- 576 | 590 362 — 
; APRIL oe 105-7 90-0 147 107-2 113-7 137-2 548 | 589 353 _ 
I JULY . “a 102-2 86-0 145 103-2 111-7 137°4 500 565 337 = 
; OK TOBER ae 104-4 90-1 146 100-7 107-1 133°1 457 | 531 330 473 
1932 
. JanvaRy .. | 105-8 90-0 | 147 | 100-0 124-5 | 439 «| (534 326 470 
> APRIL 64 102-4 86-3 143° | 98-4 121-7 439 | 535 319 474 
2 JULY . ae 97-7 82°7 141 | 95°9 121°5 430 | 517 300 456 
OCTOBER .. | 101-1 85°3 143 | 94-3. 119-0 | 412 |} 516 304 465 
2 DECEMBER .. 101-0 34-1 142 | 92-4 118-4 as if * 299 463 
1933 | 
JANUARY... 100-3 84-2 | 141 | 87-4 91-0 117-4 411 296 461 
) FEBRUARY .. 98-9 82-7 139 | 85-7 91-2 116-9 404 523 293 458 
MARCH a 97°6 82°3 137 | 86-2 91-1 116-6 390 287 451 
APRIL aa 97-2 84°5 136 | 86:5 90°7 116°6 387 282 444 
3 May .. ee 99-2 87°5 136 | 89:8 91:9 118-2 383 516 282 447 
JUNE. wis 101-7 89°5 138 93-1 92-9 118-8 403 285 447 
JULY.. ee 102°3 89-9 139 98-7 93-9 118°7 401 283 440 
9 AUGUST -. | 102-5 89-7 141 99-6 94-2 | 118-4 397 516 282 | 446 
SEPTEMBER .. 103-0 89-5 141 101-4 94-9 119°0 397 281 448 
OCTOBER .. 102-6 88-1 143 102-0 95-7 119-8 397 | 277 445 
9 NOVEMBER .. 102-8 86-8 143 101-9 96-0 120-4 403 | > 526 275 | 450 
DECEMBER .. | 102-3 88-0 142 101°4 96-2 120-9 407 277 457 
1934 
| JANUARY .. 104-6 90°4 141 103-4 96-3 20°9 405 278 420 
) FEBRUARY .. 105-3 90°6 140 | 105-4 96-2 120-7 400 | 276 448 
MARCH -- | 103°8 90-0 139 95-9 394 275 
| | 
= 1 bd indices, which are for the [st of the month, 3 are e entered for the “previous | month to facilitate 
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Bank Meeting 
MERCANTILE BANK OF INDIA 


IMPROVED RESULTS 


TRADING 


Mercantile Bank of India, Ltd., was held 
on March 27 at Winchester House, E.C. 

Sir Thomas S. Catto, Bart. (deputy chairman), 
said that the past year was slightly better for 
Eastern banking than was 1932. The profits were 
somewhat larger than for the previous year, 
although the net amount shown in the accounts 
was smaller. This smaller showing was due to 
their being once more able to revert to the 
correct method of providing for bad and doubtful 
debts out of the year’s profits. The necessity for 
drawing upon their internal contingency accounts 
to provide for bad and doubtful debts had now 
ceased, and they were once more in a position to 
continue building up their internal reserves by 
an allocation to contingencies account. 

The year 1933, while not so difficult a banking 
year as some of its immediate predecessors, was 
nevertheless a period of problems and of re- 
adjustments to new conditions. Although their 
turnover was slightly better in 1933 they were 
stiJl handicapped by the enormous reduction 
during recent years in the volume and value of 
the overseas trade of most of those countries in 
which they worked. Although there was a 
slight improvement in volume and in value during 
1933, there was a considerable way to go before 
they could hope to enjoy the prosperity of a 
few years ago. 


Ti forty-first annual general meeting of the 


SERVICES OF BANKERS 

We had heard a good deal lately of the critics 
and their criticisms of banks and the profits 
that banks were said to make. Nationalisation 
was a suggested remedy to bring about a sort 
of banking millennium; a millennium that 
would benefit the poor, so it was said, and penalise 
the rich. If this millennium was well founded 
they would welcome it, but it was based upon 
a fallacy and built on a lack of understanding 
of the plain facts for the statistical figures of 
our great banks proved they were already prac- 
tically social institutions performing a difficult 
and highly technical public service, and doing 
it as cheaply as, and certainly more efficiently 
than, any nationalised department could do it, 
for they were free from all political influence 
or expediency. The fallacy was, nevertheless, 
spreading to Eastern lands, where an impression 
was being created that sufficient consideration 
was not given to the interests of constituents 
and that the banker was concerned only with 
making profits for his shareholders. It was not 
always realised by the public that banks worked 
not on their capital and reserves alone, but 
mainly on deposits. They of the Mercantile 


Bank of India were proud of the confidence 
reposed in them by their depositors all over the 
world, and it was the endeavour of all to give 
helpful and sympathetic service to each client 
and to assist, in every way they could, the 


CONDITIONS IN 


THE EAST 


commerce and finance of the countries in which 
they worked. 

The basis of prosperity of the bank was 
dependent upon conditions in the East generally, 
and in India in particular. The cotton trade, 
India’s premier industry, continued to go through 
days of extreme difficulty, and a return to any 
substantial prosperity was not yet in sight, 
Japanese competition was still severely felt, 
although the recent agreement between India 
and Japan was expected to have _ beneficial 
results in both countries. The fault, however, 
did not lie only in unreasoned competition from 
abroad. The cotton industry of India, and 
especially of Bombay, must organise from within 
and must put its own house in order if in the 
future it was to be efficient and strong. The 
jute trade, India’s second industry, fared some- 
what better in 1933 than in 1932, but this 
improvement came about only through the 
efficient organisation of the manufacturers, who, 
by mutual agreement, enabled output to be 
reduced to meet demand by a restriction of 
working hours and by a limiting of the number 
of looms worked. The industry’s potential 
output was far in excess of the existing world 
demand, and there had been little improvement 
so far in the price of raw jute. 

THE RESERVE BANK 

With regard to the inauguration of a Reserve 
Bank in India during the year, this was not 
only a matter of the utmost importance in the 
control and management of India’s currency, 
but was also a milestone on the road of Indian 
constitutional advance. There were two speci- 
ally controversial questions, and the decisions 
reached in both were a tribute not only to the 
wisdom and good sense of the India Legislature, 
but largely also to the ability and tenacity of 
the Finance Member. These two important 
questions were, firstly, whether the Bank should 
be a State bank or a shareholders’ bank, and, 
secondly, the question of the rupee ratio. The 
first question had been decided in favour of 
a shareholders’ bank, and the second on the 
basis of a compromise. The question of the 
rupee ratio was a matter that had to be looked 
at from many angles, and in particular from 
the point of view of stability, and what was 
most suited to India’s need and most likely 
to be beneficial to her economic well-being. 
In the present disorganised condition of world 
currencies, the only safe thing for India to do 
was to hold on to sterling and the present ratio. 
That, at any rate, gave hope of some stability 
instead of the confusion that might result from 
a change in the existing welter of currency 
experiments, for sterling was still the main 
trading currency of the world, and had proved 
an island of stability in a sea of chaotic currencies. 

The report and accounts were unanimously 
adopted. 
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Some New Barclays Branches 
By Professor C. H. Reilly 


T happens that among the recent Barclays branches 
I there are three fairly large ones on corner sites, each 
of good design by a capable architect, which it may be 
useful and interesting to compare, and two with ordinary 
street facades of about the same width and height, which 
can also be compared to advantage. 

The corner site group are the Exeter local head- 
quarters, by Mr. E. C. Bewlay of Birmingham and 
Messrs. Ellis, Son & Bowden of Exeter; the Horsham 
branch, by Mr. C. F. Skipper of Cambridge and Mr. E. J. 
Thomas of Portsmouth; and the Welwyn Garden City 
branch, by Mr. Arthur W. Kenyon of Messrs. Louis 
Soissons & A. W. Kenyon, who have built most of this 
new town and controlled the whole of it. 

Of these the Exeter and Horsham branches each have 
a corner entrance with, almost as a necessary consequence, 
a chamferred off corner to the building running all the 
way up. That this spoils the shape of the rooms on every 
floor may be taken for granted, but as we have no plans 
we cannot see what other internal awkwardnesses it 
leads to as well. We can from the photographs, however, 
grasp at once how much stronger, apart from any detail 
of architecture, the Welwyn building looks with its 
rectangular character maintained. It is very cleverly 
maintained, for the bank gets the prominent entrance it 
presumably desires when it calls for a corner one and also 
a small covered porch by the isolation of the corner pier 
and the forming of an entrance behind it. It may be that 
in the two former cases the sites, as sold to the bank, 
had their corners cut off. Public authorities like to do 
that, though with the traffic signals showing so clearly 
in the Exeter photograph, it seems a little unnecessary. 
Banks, however, I am afraid, often demand this canted 
corner and entrance and are willing to give up to the 
public the small triangular piece of land to get it. I have 
very often, in these articles, called attention to the 
difficulties such a corner provides, both externally and 
internally, for the architect, and how rarely, if ever, he 
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makes a complete success with it, but I have never 
before been in the position to demonstrate the point so 
clearly. Here, with these three photographs before them, 
all must see how much stronger the Welwyn building 
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Joint Ar tect Vr. k. C. Bewlay and Messrs. Ellis, Son & Bowden 


THE EXETER BRANCH 


is, apart from all other considerations, owing to being 
left four-square to the roads instead of with its most 
prominent corner shaved oft. 

The next point of general interest in comparing these 
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buildings seems to me the demonstration they afford 
between them of the value of plain surfaces. In this the 
Horsham branch scores very heavily. The architects, it 
will be noticed, have only provided a stone dressing of any 
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Joint Architects (Mr. C. F. Skipper and Mr. E. J. Thomas 


THE HORSHAM BRANCH 


kind to one window, that with a pediment on the first 
floor above the entrance door. In the Exeter branch 
every window in the main fronts has a stone voussoired 
arch except the three that have stone pediments. Even 
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the Welwyn branch, which looks so strong and plain, on 
examination is seen to be much more elaborately detailed 
in this respect than the Horsham one. No doubt the 
reply will be that Horsham is a small country town, while 











irchitect Vessrs Louis de Soissons & A. W. Kenyon 


THE WELWYN GARDEN CITY BRANCH 


Exeter is a city, and Welwyn Garden City aspires to be 
one. That may be true and may justify the more massive 
design of the Exeter building with its greater use of 
stone—the stone ground floor, for instance, the stone 
canted face, the stone cornices and window dressings 
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already mentioned. What it does not justify, however, 
in my opinion is the loss of quietness and dignity. A 
building can be strong and massive and quiet and digni- 
fied, too. Indeed, the two former attributes should 
assist the two latter. From this comparison I think one 
sees, allowing for the difference between urban and 
rustic character, that the Exeter building is over-crowded, 
that there is not sufficient plain space for the eye to rest 
upon. Except in this one most important respect it is a 
well-designed and detailed building, as the names of its 
architects imply. It must be remembered, too, that on 
comparable frontages the architects have had to provide 
two more storeys, each with nine windows, or eighteen 
windows more in all, making eighteen additional features. 
Not only have Mr. Skipper and Mr. Thomas in their 
Horsham building many less windows, but they are more 
widely spaced, and they are less dressed up. This latter 
is the chief point, I think. The Exeter ones could have 
been less dressed up, too. 

The Welwyn building seems to me not only the 
strongest of the three buildings, but the most logical. 
It will be noticed that the squareness of the building as 
regards its plan is rightly echoed in the squareness of the 
facades. There are no cornices to break these up, and 
the roof, a sloping feature certainly, is hidden as much as 
possible behind plain parapets. Another reasonable 
thing about this building is that no one window on either 
facade is singled out and given a pediment and its atten- 
dant features when the room it serves, it may be pre- 
sumed, is no different or more important than any of the 
others. Again the windows of the banking rooms on the 
ground floor, although larger, and with circular heads, as 
in the Horsham branch, are divided up with bars like 
the windows on the floors above, and the frames and sash- 
bars are painted white in the same way. In the other 
two banks, probably because the ground floor windows 
are of teak or of metal and the ones above of deal, they 
are left or painted a different colour, with the result that 
these ground floor windows in each case look dark holes 
instead of the cheerful interesting things they are in the 
Welwyn branch. In the Welwyn building, on the other 
hand, the stone band above the bank windows carrying 
the bank’s name looks coarse and heavy after the 
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Horsham bank, and in any case is clearly too big. One of 
the nicest parts of the Welwyn building is the low er por- 
tion at the back, with its three central arches. That, as far 
as one can see from the photograph, is an elegant piece of 

















{rchitects Messrs. Edginton & Spink 
THE BAGSHOT BRANCH 
design. These three banks, however, are all good of their 
kind. It must not be assumed from this comparative 
study of them that any one of them is not well above the 
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similarity of their sites has offered an opportunity to 


average of modern branch banks. It is merely that the 
notice general points that does not often occur. 





THE GRAVESEND BRANCH 


There is not so much to be learnt from the other two 
buildings, though the comparison between them is also 
interesting. They are the Bagshot branch, by Mr. H. A. 
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—_ of Messrs. Edginton & Spink of Windsor; and 
the Gravesend branch, by Mr. C. F. Skipper of Cam- 
bridge, who designed as joint architect with Mr. Thomas 
the char ming Horsh: um branch we have been looking at. 
This time, however, the comparison does not seem to 
favour him so much. His Gravesend bank has not the 
unity of the Bagshot one. The stone banking ground 
floor is elegantly designed and detailed, but, in spite of 
the architect’s introduction of a stone band up above 
and of his three rather stilted stone windows at the first 
floor level, the building is cut into two by the great 
contrast between this ground floor and the upper ones. 
In the Bagshot branch this contrast does not exist in 
the same way. There is, indeed, more stone dressing 
to the windows of the first and second floor than to the 
bank storey down below. If one has a criticism to offer 
of this, it is that there is a little too much of it up 
above. The three curved pediments to the three centre 
windows at the first floor level are too heavy, and once 
again there seems no logical reason why these three 
domestic windows should be singled out for this special 
treatment. The unity of this bank, which its brick 
ground floor gives, would be still further enhanced if the 
banking windows had had their bars painted white as at 
Welwyn, like the bars of the upper windows. This 
Bagshot branch, though a little reminiscent for some 
reason of a fire-station, is a very sensible one, and 
seems from the photograph to be excellently built with 
a nice proportion of brick to joint in the brickwork. 
Where there is so much white stone contrasting with the 
bricks a white or light-coloured joint to the brickwork is 
justified. Where there is little or no stone and the plain 
stretches of brickwork are a feature of the design, it is 
better, as in the Horsham building, to let the colour of 
joint approximate, as is always done in Sweden, to that of 
the bricks. This gives to the masses of plain brickwork a 
more monumental quality. 





